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1. 
I. INTRODUCTION 
The history of the regulation oi railway freight rate charges 
and services in the United States, Great Britain and Canada extends 
over a period of one hundred years.^ To a significant extent the 
Initial concepts and practices of regulation in these countries were 
the same, but as transportation problems peculiar to each country 
asserted themselves, differences developed in regard to the adminis­
trative procedures which were employed.^ In Canada one important 
departure from the regulatory techniques used In Great Britain and 
the United States has been the establishment of particular freight 
For a brief statement of the early history of regulation in the 
United States see: "Williams, iSarnestW., Jr. Development of 
transportation in the United States. Washington. United States 
Government Printing Office. 1942. See also: Sharfman, I. L. The 
interstate commerce commission. ¥oL 1. New York. The 
Commonwealth Fund. 1936. For a brief review of the British ex­
perience see: Jackman, W. T. Development of transportation in 
modem England. ¥oL II. London. Dent and Sons. 1912. See also: 
McLean, S. J. Railway commissions, Ottawa. King's Printer. 
1902. The Canadian experience is discussed in Jackman, W. T. 
Economic principles of transportation. Toronto. The University of 
Toronto Press. 1935. See also: MacGibbon, D. A. Railway rates 
and the Canadian railway commission. Toronto. The Macmillan 
Company, 1917. 
2 Agreed charges in Canada, compulsory cooperation in Britain, 
and the use of extensive quasi-legal procedures and permits in the 
United States are examples. See: "^^^ilson, Lloyd G. New departures 
in freight rate making. New York. Simons Boardman Inc. 1948. 
See also: Sherrington, C. E. R. The economics of rail transport in 
Great Britain. London. Oxford Printing Press. 1928. 
2. 
rates and freight rate levels by direct legislative enactment. ^ Rates 
2 
and rate levels set in this manner are termed "statutory rates". 
They come within the exclusive sphere of Parliament. Statutory rates 
are not within the competence of the administrative tribunal which 
controls the general charges and practices of all railway transport 
companies and consequently statutory rates cannot be altered in any 
3 
respect by that tribunal. 
1 
Parallels have been drawn between the so-called land grant 
reductions in the United States and statutory rates in Canada. There 
are obvious similarities inasmuch as in both cases some limit is 
placed upon the railways ability to charge rates equal to the approved 
maximum. On the other hand statutory rates in Canada are an 
Integral part of the rate structure and all raEroads must apply them. 
See: United States Congress. House. Board of investigation and 
research. Public aids to transportation. 79th Congress. 2nd 
session. House Doc. 158. Washington. United States Government 
Printing dfice, 1945. See also; Government of Canada. Royal 
Commission on Transportation (1951). Transcript of Proceedings. 
Ottawa. Vols. 65 to 67. pp. 11333 to 11461. 1951. (mimeographed). 
9 The term "statutory rates " probably owes its existence to the 
Legal Department of the Canadian Pacific Railway. As part of their 
attempt to show that the Crow's Nest Pass Grain Rates were imposed 
by Parliament and did not arise by contract they chose to describe 
these rates as statutory. Regardless of the validity of their argu­
ment the term has descriptive value. 
^The precise manner in which statutory rates may be altered 
will be discussed in Chapter HI of this dissertation. 
3. 
The purpose of this dissertation is to examine the economic 
consequences of railway freight rate regulation which uses the device 
of statutory rate control. The ultimate goal of this study is a 
critique of the economic desirability of the control of railway freight 
rates by statute as opposed to their control by the action of an ad­
ministrative tribunal. ^ The most important aspect of the operation 
1 
It may be suggested that a third alternative should be con­
sidered; the removal of all or most administrative control by a 
public agency. Certainly there are many American authorities who 
advocate that a much greater pricing freedom should be extended to 
railroad management, Bearing, C. L. and Owen, E. National 
transportation policy. Washington. The Brooking's Institute. 1949. 
See also; United States Congress. Senate. Report on domestic land 
and water transportation, 1951. 82nd Congress. 1st session. 
Senate Document 1039. Washington. United States Government 
Printing Office. 1951. In Canada such a suggestion may be 
contrary to National Economic Policy which constantly seeks to 
integrate the isolated economic regions of Canada and utilizes the 
railroad transport system as a means to that end. The Royal Com­
mission on Transportation (1951) said in their Report: 
Ixi so far as Parliament can regulate and control 
transportation, the object should not be confined to 
the rather negative work of correcting abuses, but 
should reach out to the positive constructive task of 
developing adequate and efficient transportation 
services and of "co-ordinating" and harmonizing the 
service in the public interest, (p. 279) 
A comparison between statutory rate control and control by an ad­
ministrative tribunal is adequate because it affords the opportunity 
to contrast this unique Canadian phenomenon with the more widely 
accepted preference for independent control. The conclusions from 
such a comparison may be extended to include a variety of circum­
stances intermediate to present methods or complete managerial 
freedom. 
4. 
of statutory rates in the manner in which they influence the em­
ployment of resources, the allocation of resources among alternate 
uses, the efficiency in the use of employed resources and the distri­
bution of income within the economy as a whole, or within some 
particular segment of it. ^  
The method of investigation employed in this dissertation is the 
2 3 
case study. The Crow's Nest Pass Grain Rates are the prime 
example of the application of the principle of the control of railway 
freight rates by statute and this study is concerned primarily with 
them. Other Canadian examples of the application of the same 
principle will be used for comparative purposes where it is helpful 
to contrast and compare some particular feature of statutory control 
which is operative under different transportation or economic circum­
stances. 
The analysis follows this sequence. In Chapter II the history of 
the Crow's Nest Pass Grain Rates is detailed, and the literature 
^Bain, J. S. The economics of the pacific coast petroleum 
industry. Part 1: Market structure. Berkeley. University of 
C a l i f o r n i a  P r e s s .  1 9 4 4 .  p .  2 ,  
^Rice, Stewart A. Methods in social science. Chicago. The 
University of Chicago Press. 1931. especially p. 503 and p. 543. 
3 A description of these rates is included in Chapter II. 
5. 
dealing with statutory rates is reviewed. In Chapter HI the problem 
created by the direct legislative control of freight rates is analyzed 
in terms of the theory and practice of a general administrative 
control of railway operations by an independent tribunal. Chapter 
I? discusses the problems of resource use, factor and product cost, 
and inter-product competition as these matters are aifected by the 
statutory control evidenced by the Crow's Nest Pass Grain Rates. 
Chapter ¥ is directed to a consideration of the effect of statutory 
rates upon the general rate level of Canadian railroads and to the 
study of the implications of these rates to the financial position of 
the carriers. Chapter ¥I is a summary of the preceding analysis 
and contains policy recommendations based upon the analysis. 
6. 
II. HKTORy AND REVIEW OF THE LITERATURE 
The subject of statutory freight rates as a principle of rate 
making has aot received specific attention in the literature. In 
addition the history of the particular rates and rate levels which 
are controlled by statutory means in Canada is fragmentary and 
incomplete. Any consideration of the economic consequences of 
this type of control must therefore bring together the historical 
features of its development so that the problems which result may 
foe analyzed in context. 
Three types of statutory rate control are foxmd in the 
Canadian freight rate structure. The first type may be termed 
"legislative prescription of the absolute rate". This is the most 
important case because the actual rates which are to apply on 
specific commodities are set by Parliament. The rates on grain, 
mill feeds, flour and related items, from all points in western 
Canada to Fort William, Port Arthur, Vancouver and Prince 
Rupert are established in this manner. These are known 
7. 
1 
coEectiVQly as tiie Crow's Nest Pass Grain Rates. 
The second type of statutory rate is characterized by "legis­
lative prescription of the relative rate or rate level. " In this 
instance the rate on one class of goods is stated in ternas of the 
rate applying on some other class of goods or type of traffic move­
ment. The transcontinental freight rate structure under which 
The original contract was an Act of Parliament. It may be 
found, in Appendix A. The present rates are governed by a provision 
in the Railway Act. Canada, Revised Statutes. 17 George V, C. 68. 
See especially S. 1, ss. 325, which says in part; 
Provided t!mt, notwithstanding anything in this sub­
section contained, rates on grain and flour shall on 
and from the twenty seventh day of June, one thousand 
nine hundred and twenty-five, be governed by the pro­
visions of the agreement made pursuant to chapter 
five of the Statutes of Canada 1897, but such rates 
shall apply to all such traffic movikg from all points 
on aU lines of r^way west of Fort William or Port 
Arthur over all lines now or hereafter constructed by 
any company subject to the jurisdiction of Parlia­
ment, 
8, 
the freight rale to an ;tatermedia.te point Is related to the freight 
1 
to a coastal point is an example of the application of this princi­
ple.^ 
The third type of statutory rate may be termed "legislative 
rate prescription by subsidy". In this instance the level of region­
al raies or the rates on particular commodities is fixed with refer­
ence to a specific subsidy payment or a subsidy payment which is 
^BaE shipments between eastern or central Canada and the 
Pacific Coast usually take special rates published in the Trans-
conttaental Tariffs. These rates are lower than the normal 
rates because of potential or actual water competition. The same 
competitive factors do not apply on freight movements to interior 
points and usually the normal rates are effective. For escample, 
the rate on iron and steel bars, plates and sheets from Toronto 
to Vancouver is $1. 10 per cwt. The normal i-ate on the same 
commodities irom Toronto to Edmonton, an intermediate point 
on the Toronto to Vancouver route is, $L 46. By statute the 
Toronto to Edmonton rate has been related to the Toronto to 
Vancouver rate and the railways are prohibited from charging 
an Edmonton receiver of iron or steel more than the Toronto to 
Vancouver rate plus one*third. In terms of the example the actual 
Edmonton rate is $1.47 
9  Canada, House of Commons. An Act to Amend the Rail­
way Act. IS George VI. Ottawa. King's Printer. *951. 
9. 
based upon some percentage of the normal toll. The Maritime 
1 2 Freight Rates Act, the Lake Superior Subsidy and the Coal 
S Subventions are examples of this type of rate control. 
The origin of imrticular statutory rates is to be found to 
some extent in the conditions of national economic policy and 
each may be considered initially as an outgrowth from some pe­
culiarity of Canadian nationhood. The historical development of 
these rates is therefore significant. 
The Crow's Nest Pass Grain Rates are of prime concern 
and their history will be discussed here. A history of other statu-
t ory rates is Included as a matter of interest in Appendix B of this 
dissertation. 
A. The Crow% Idlest Pass Grain Rates, 
The basis upon which grain moves by railroad from the 
prairie provinces of Canada to export positions was established 
4 in 1897 by the terms of the Crow's Nest Pass Agreement. In 
essence the Agreement between the Canadian Pacific and the 
1 Canada. House of Commons. Maritime Freight Rates Act. 
17 George ¥. Ottawa. King's Printer. 1930. 
^15 George op. cit., S. 18. 
Canada. Government Order-in-Council. P. C. 740, 
Ottawa. King's Printer* 1933, 
'^See Appendix A. 
10. 
Go-s/ernment provided that the existing freight rates on grain and 
grain products, and some other basic ccmiiiodities, be reduced 
by a stip-olated amount per 100 potmds, and that such reduced 
rates be the maximum rates on such commodities imperpetuity. 
In return for these reductions Canadian Pacific received a cash 
subsidy^ certain grants of agricultural land, specified coal areas, 
and other valuable considerations. 
The reports of the discussions and negotiations which took 
place prior to 1897 Indicate that neither party to the Agreement 
i?as particularly concerned with the implications of statutory con­
trol which flowed from the Agreement, nor were tiiey concerned 
with the relative merits of that type of control as opposed to a more 
flexible control mooted at that time. ^ The immediate practical 
In the original Agreement of 1880 between tne Canadian 
Government and toe Canadian Pacific, wmcti was to govern the 
construction of a transcontinental railroad in Canada, a monopoly 
clause was inserted. This clause bound the Government not to 
sanction, nor allow the Territories to sanction, the building of any 
lines between the lines of Canadian Pacific and the United States 
boundary. Another clause exempted Canadian Pacific from all rate 
control until the annual dividend payment on common shares ex­
ceeded 10 percent of their issue price. The monopoly clause was 
repealed in 1891. The Crow's Nest Pass Agreement made certain 
sections of the line subject to rate control under the provisions of the 
Railway Act and in 1904, when the Board of Railway Commissioners 
was established, all railways "declared to be a work for the general 
advantage of Canada" were made subject to rate control. Canadia,n 
Pacific was included. 
i;i. 
advantages to be gained by both parties appear to have been 
;p©i'SuaE?i¥e. 
The evMmkce suggeste tliat the ]?"©d©ral Government passed the 
Crow's Nest Pass Act and entered in the Agreement with the 
Canadian Fticific in order to accoiapiish the following objectives. 
1. The Government wished to prevent southeaiBritish 
CoiuiTibla from btconiiag tribtttary to the United States. The whole 
area couid readily iia¥e become a hinterland to the Northwestern 
states. Such a cievelopmant would have constituted a 'major breach in 
the Natioaal Policy^ wMcli required that economic development in 
B y  historical accident the expression "National Policy" is 
used in Camda to describe the system of tariff protection insti­
tuted by Sir John A* Macdonald in 1897. Protective tariffs however 
were but one of the more important of a group of instruments de­
signed to achieve natioiml purposes. The central purpose was to 
create a national unit out of the widely scattered territories of 
BrilSsh Hortl'i m erica in spite of tlie irxjinense handicaps imposed 
by their geographic isolation and their political and economic 
diversity. The economic foundations required Atlantic and Pacific 
railways, the controi and <3evelopnient of western lands, and a 
policy of protective tariffs. No single one of these elements, but all 
taken together, -iiierit the title national Policy. See: Fowke, ¥. ii. 
Canadian agricultural policy, Toronto. The University of Toronto 
Press. 194?. Britnell, G. E. The wheat economy, Toronto, The 
University of Toronto Press. 1939. Glazebrook, G. P. D. A 
history of transportation in Canada. Toronto. The Ryerson Press. 
1938. Innis, M. Q. Economic history of C=anacla. Toronto. The 
Byerson Press, 1935. 
12. 
Canadian territory should be integrated into the Canadian rather than 
dnto the American economy. ^ 
Gold discoveries in the Kootenay Valley of British Columbia 
prompted intensive prospecting which in turn led to the discovery of 
rich silver and base-metal properties and the development of a 
2 
considerable mining activity in the Crow's Nest Pass area. The 
north-south position of the mountain ranges and the location of the 
mineral areas in close proximity to the American boundary made the 
locality much more readily accessible to American territory and to 
American water and rail communications than to Canadian. In 
addition, base-metal extraction required smelting, and smelters 
3 
were already located on the American coast and in the inland states. 
It was necessary to offset these initial American gains. 
^The Minister of Railways and Canals (Mr. Blair) stressed 
this feature of the Agreement when introducing the measure to the 
House of Commons. See: Canada. Debates of the House of 
Commons. 1897. p. 4514 and following. 
•^Appendix C contains a map of Canada on which the areas 
discussed in this study are marked, 
^Innis, H. A. A history of the Canadian pacific railway. 
Toronto. The Ryerson Press. 1923. p. 142. 
13. 
2. The Dominion wished to further the interests of eastern 
manufacturers in the British Columbia and prairie markets by-
increasing activity through reductions in transport cost. The rate 
reductions In the Agreement affecting westbound traffic were specific 
and applied to a large i)ereentage of the carload movement from 
eastern production centres to the west. These reductions involved 
the dml purpose of providing western settlers with cheaper capital 
equipment and of assuring that the maximum possible proportion of 
this equipment should be supplied by eastern factories. ^  
3. The Government desired to 0ve freight rate relief to the 
farm settlers of Manitoba and the Northwest Territories. The 
completion of the Canadian Pacific main line had not brought develop­
ment in the west to the extent envisaged by the Government. In part 
Sir Richard Cartwright, the Minister of Trade and Commerce, 
was emphatic in stressing the importance of the rate concessions. He 
said: "we are paying - in return for valuable privileges to the whole 
northwest and eastern Canada as well". Canada. Debates of the 
House of Commons. 1897. p. 4841. The prevailing attitude with 
regard to prairie development was stated a few years later by the 
Honorable Clifford Sifton. He said: 
I want the House to imderstand the policy which this Govern­
ment is following. It is endeavoring to build up a consuming 
and producing population in our vast western country for the 
purpose of giving legitimate occupation, without excessive 
duties, on a legitimate business basis, to the mechanics and 
artisans in eastern Canada. 
Canada. Debates of the House of Commons. 1903. p. 2161. 
14. 
this sitTiation resulted from high transport costs and the freedom 
from rate regulation enjoyed by Canadian Pacific. ^ It was estimated 
that the benefit to western farmers of the proposed lower grain rates 
2 
alone would be $750,000 a year. 
The Minister of Railways and Canals (Mr. Blair) attacked 
the subsidy offer of a previous Government because the offer was 
put forward, he said: 
Without condition, without stipulation, without seeking 
to secure from the corporation to which the loan was 
made any remission of any of the terms and conditions 
under which they were operating their railway system 
in Canada - without a single attempt to secure any 
concessions in the interest of trade, in the interest of the 
people of the western country, in the interest of those 
who have been complaining of the incubus which the 
operation of that great railway imposed upon the country. 
Canada. Debates of the House of Commons. 1897. p. 5347. 
•pi 
estimate by one member of Parliament (Mr. Rutherford) 
who said: 
Taking the present contract, the settlers of Manitoba 
and the Northwest Territories will receive at least 
calculation - even though they do not increase in 
number and even though they do not produce more 
wheat in that coimtry during the next twenty years than 
they now produce - the people of that country will have 
a gross profit of $15,000,000 in twenty years. There 
is no doubt that the reduction in the freight rates are 
going to be the means of saving to the people of 
Manitoba and the Northwest at least $750,000 a year. 
Ibid. p. 4570. 
15. 
4. The Government intended to prevent the development of a 
monopoly in the coal industry in the Crow's Nest Pass area, The 
Act provided that Canadian Pacific was to secure 50,000 acres of 
coal lands from the British Columbia Southern Railway Company 
and transfer them to the Dominion. These lands could be leased 
to operators by the Government. ^ 
In addition to these major considerations the Government was 
mindful of the land development which the Crow's Nest Pass line 
2 
would stimulate and the necessity of integrating the economy of 
3 
southern British Columbia with the economy of Alberta. 
1 Appendix A. 
2 The Alberta Railway and Coal Company had been granted 
two million acres of land by the Dominion Government as a subsidy 
for the construction of a railway from Dunmore to Lethbridge and 
from Lethbridge to Great Falls, Montana. In 1892 Canadian Pacific 
took a lease purchase option on the Dunmore-Lethbridge section of 
the railway and at the same time the Department of the Interior 
commenced active promotion of irrigation development in the area. 
See: Hu Harries and Associates. The economic basis for past 
irrigation es^enditure in .Alberta, Edmonton. 1952. (mimeo­
graphed). 
3 Canada. Debates of the House of Commons. 1897. p. 5390 
and following. Mr. Oliver, indepencfent Liberal from Alberta, 
stated that American suppliers of hay, grain and vegetables oper­
ating from Spokane made it impossible for farmers in central 
Alberta to supply southern Alberta and the mining areas of British 
Columbia, 
16. 
Canadian Pacific was aware of some very definite and 
1 important advantages in the Agreement. These may be summa­
rized as follows; 
1. The Agreement contemplated the payment of a subsidy 
of 3.8 million dollars to Canadian Pacific. This amount would 
be of substantial assistance to the Company and entered into their 
2 
calculations regarding the feasabEity of the proposed line. 
2. The building of the Crow's Nest Pass line would forestall 
further American construction in southern British Columbia and 
1 These points are discussed in a Joint Submission of the 
Governments of Alberta, Saskatchewan and Manitoba to the Hoyal 
Commission on Transportation (1951). See: Crow's nest pass 
rates on grain and grain products. Ottawa, Privately printed. 
1950. (The writer was responsible for Part II of the submission). 
2 
The President of Canadian Pacific said in 1896, "the inter­
ests of the country at large are so much concerned in this question 
that your Directors confidently expect reasonable assistance at the 
hands of the Dominion Government". Canadian Pacific. Annual 
report. 1896. Montreal. Privately printed. 1896. p. 10. 
17. 
would provide traffic for the main line. ^ In addition the qiiasi-
^The Canadian Pacific Annual Report for the year 1889 notes 
the concern of the Company on this point. At page 18 it is stated: 
To prevent the invasion, by foreign lines, of the 
Kootenay District, in British Columbia a district 
rich in precious metals and other natural resources— 
your Directors have secured the control of the charter 
of the Columbia and Kootenay Railway Company, and 
agreed with the Provincial Government that the raE-
way shall be btiilt, about thirty miles in length, during 
the present season, to connect the navigation waters 
of Kootenay Lake with those of the Columbia River, 
thus opening a line of steamboat and railway com­
munication of more than 250 mUes,... 
In 1896 the Directors of the Company reported: 
But even with these important additions to its facilities 
for handling the traffic of the mining districts, your 
Company will continue at a disadvantage in competing 
with the American lines (which have already reached 
Nelson, Rossland and other important centres in these 
districts) until it shall have direct railway connections 
of its own. UntU then the greater part of the mining 
traffic will be beyond its reach, and will continue to 
be, as at present, carried by the American lines south­
ward* 
Your Directors are strongly of the opinion that 
any delay in securing your interests in that direction 
wHl be extremely dangerous--that unless your Company 
occupies the ground others will, the demand for ship­
ping and facttities being m.ost urgent. The Directors 
feel that they cannot too strongly urge the immediate 
construction of a line from Lethbridge to a connection 
with your Columbia & Kootenay Railway at Nelson, a 
distance of 825 miles, and anticipating your approval 
they have already taken steps towards commencement 
of the work on the opening of spring. op» cit. p. 11. 
18. 
moBOpslistic position of the Company in the southern area of iU-
berta and British Columbia would be streagtheaed. 
3. The construction of the Crow's Nest Pass line would en­
able Canadian Pacific to secure a large land subsidy indirectly 
from the Government of British Columbia. This land, together 
with the land already held by Canadian Pacific, would appreciate 
in value as a result of construction of the line. The total land area 
involved nearly 4 million acres. ^  
4. The addition to Company traffic of the ore and coal busi­
ness of southern British Columbia would assist in the objective of 
1 The matter of Canadian Pacific land grants and their inter­
relation is detailed in Hedges, James B. The federal railway 
land subsidy policy of Canada. Cambridge. The Harvard Uni­
versity Press. 1934 Skelton, O. D. The railway builders. 
Toronto. The Ryerson Press. 1920. Hedges, James B. Buil­
ding the Canadian west. New York. The MacmiUan Company. 
1939. Innis, H. A, A history of the Canadian pacific railway. 
Toronto. The Ryerson Press. 1923. 
19. 
of diversifying traffic* ^ 
In addition to these major advantages Canadian Pacific was 
forced to contemplate as a major disadvantage the compulsory freight 
rate reductions coataSned in the Agreement. These did not appear 
onerous at that time because "it was probably the expectation that 
rates would go below the Crow's Nest Pass standard if everything 
2 had been normal". Public opinion and competition were both 
working towards rate reductions. 
As early as 1889, Canadian Pacific was impressed with the 
importance of diversity of traffic and of territory for the assurance 
of their earnings position. The Company's Annual Report for that 
year stated in part; 
While the results of the harvest wiU always be a 
matter of great Importance as affecting the earningc 
of the railway, the past year has shown that it is 
already comparatively independent of the crops of 
any one Province or any one season. This is in part 
due to the vast extent and great diversity in character 
of the territory covered by the lines of the Company, 
.... in part to the development of mining and other 
industries not affected by local causes .... 
Canadian Pacific /ymual report 1889. Montreal. Privately 
printed. 1889. p. 14, 
^Lafleur, S. J. Brief of Canadian Pacific to the Governor-
in-Comcil re Grain Rates. Montreal. Privately printed. 1924. 
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The freight rate reductions, which were a major feature of the 
Agreement, came into effect in September 1899. In January, 1902, 
the Manitoba Government, acting within the terms of the Manitoba 
Agreement, ^ ordered reductions in grain rates on the Canadian 
Northern Railway in Manitoba. The reduction brought grain rates 
2 4 cents ^ater reduced to 3 cents) below the Crow's Nest level. 
Canadian Pacific met these reductions. 
It was not untE late in World War I that any serious question 
arose as to the effectiveness of the Crow's Nest Pass Agreement in 
limiting an increase in grain rates. In 1917, the Board of Railway 
Commissioners heard an application of the railway companies for 
a recommendation to the Governor-in-Council under the "W ar 
Measures Act for a general advance of 15 percent in freight and 
3 passenger rates. The railways contended that increased costs made 
1 Under this Agreement between the Manitoba Government and 
the Canadian Northern RaEway Company, the Railway, in consider­
ation of the Government's guarantee on its bonds and a lease on 
certain trackage, agreed to reduce certain tolls by 15 percent. 
2 Canada, House of Commons. Report of special parlia­
mentary committee on railway transportation costs 1922. Ottawa. 
King's Printer. 1922. pp. 316 - 318. 
3 
Board of Railway Commissioners for Canada. The fifteen 
percent increase. J. O. R. R. 7:455 - 477. 1917. 
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it impossible for them to render adequate service on the basis of 
existing rates. They observed that to grant the increase asked for 
would, in western Canada, run counter to the 1/fe.nitoba Agreement 
and would raise rates on grain and other specified products to a 
level above that permitted by the Crow's Nest Pass Agreement. ^ 
The Board accordingly granted the 15 percent increase subject to the 
limits set by the Crow's Nest Pass Agreement. 
In 1918, the Federal Government ordered wage increases for 
Canadian railway workers in recognition of the McAdoo Award in the 
2 United States, and directed the Board of Railway Commissioners 
to prepare a new schedule of all freight rates. The Board studied 
the matter at length and a new schedule was prepared which increased 
by approximately 25 percent the previous rates, with the provision, 
that in territory west of Fort WlUiam this figure should include the 
previously granted increase. East of Fort William it was to be in 
addition to the 15 percent increase. The grain rates which resulted 
from the application of these increased tariffs and which became 
^Henry, B. A. C. and Associates. Railway freight rates in 
Canada. Ottawa. King's Printer. 1938. pp. 178 to 194. 
^Wage increases were directed by Order-in-Council P. C. 
1768, 1918, under authority of the "War Measures Act 1914. 
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effective on August 13, 1918 were above the Crow's Nest Pass level. 
The Government, relying upon the extraordinary powers granted to 
it by the War Measures Act, had in effect suspended the Crow's Nest 
Pass Agreement, 
In 1919 the Government amended the Railway Act to permit the 
Board to exercise Juurlsdlction over all rates including those affected 
by the Crow's Nest Pass Agreement. ^ By stages this authority was 
extended for a period of three years until In 1922 Parliament passed 
a further amendment which unconditionally reinstated the Crow's 
Nest Pass Agreement on grain and flour but continued the suspension 
^Section 325 of the Railway Act was amended to read: 
Notwithstanding the provisions of section three the powers 
given to the Board under this Act to fix, determine, and 
enforce Just and reasonable rates, and to chaxige and alter 
rates as changing conditions or cost of transportation may 
from time to time require, shall not be limited or in any 
manner affected by the provisions of any Act of the Parlia­
ment of Canada, whether general in application or special 
and relating only to any specific railway or railways, and 
the Board slmll not excuse any clmrge of unjust discrimi­
nation whether practised against shippers, consignees, or 
localities, or of imdue or unreasonable preference, on the 
groimd that such discrimination or preference is Justified 
or required by an agreement made or entered into by the 
Company: Provided that this subsection shall remain in 
force only duxing the period of three years from and after 
the date of the passing of this Act, 
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on other commodities, ^ Subsequent action by Parliament in 1925 
removed from the railways any statutory obligation on traffic other 
than grain and ilour and continued the grain and flour rates at the 
level established by the Crow% Nest Pass Agreement. 
Since 1922 the freight rates on grain and flour have been at the 
Crow's Nest Pass level and removed from the Jurisdiction of the 
Board of Transport Commissioners. Table I illustrates the cl tvmges 
in western grain rates since 1897. 
The amendment stated: 
Subsection five of section three hundred and twenty-five 
of the Railway Act, 1019, shall, notwithstanding the 
proviso thereof, remain in effect until the sixth day of 
July, 1923, and may be continued In force for a further 
period of one year by Order of the Governor 4n-Council 
published in the CANADA GAZETTE: Provided that, 
notwithstanding anything herein or in said subsection 
five contained,, rates on grain and flour, shall, on and 
from the sixth day of July, 1922, be governed by the 
provisions of the agreement made pursuant to Chapter 
five of the Statutes of Canada, 1897. 
Canada. House of Commons. An Act to Amend the Railway Act. 
14 George V. Ottawa. King's Printer. 1922. 
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Table 1. 
Grain Rates to Fort William. * 
Period 
From Winnipeg From Regim Fi'om Calgary-
rate index 
(cents number 
per 100 
itej 
rate index rate index 
(cents number (cents number 
per 100 per 100 
lbs.) lbs.) 
Aug. 1897 14 100 
Jan« 1902 -
June 1918 10 71 
June 1918 -
Aug. 1918 12 85 
Aug. 1918 -
Sept. 1920 14 100 
Sept. 1920 * 
Jan. 1921 19 135 
Jan. 1921 * 
Dec, 1921 18 128 
Dec. 1921 -
July 1922 17 121 
After July, 
1922 14 100 
20 
18 
20 
24 
32 
31 
29 
20 
100 
90 
100 
120 
162 
155 
145 
100 
26 
24 
26 
30 
40 
39 
36 
26 
100 
92 
100 
115 
155 
150 
138 
100 
•Adapted from Dominion Bureau of Statistics. Table of index numbers 
of railway freight rates, 1913 - 1936. Ottawa. King's Printer. 
1938. p. 9. 
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B. Review of the Literature. 
It has hem indicated previousiy that historical studies of 
particular statutory rates are fragmentary and incomplete. There 
are two analytical studies which deal in part with statutory control 
and its economic consequences. Aside from these two studies there 
is no piablished work on the subject. 
The first published analysis of the Crow's Nest Pass Agreement 
1 
appeared in 1919. G. E. Harris, the author of the pamphlet, was 
primarily concerned with quantitative measures of the extent to 
which the Crow's Nest Pass level of rates differed from hypothetical 
normal tolls. 
A more detailed study of the grain rates controlled by the 
Agreement was undertaken by A, W. Currie, a Canadian student at 
2 Harvard. In the Currie study the basic problem was one of 
determining the cost level of Canadian railroads. This involved an 
extensive analysis of operating conditions and traffic flows. Com­
parative statistics for selected American roads were used to gain 
some measure of factor weight. The theoretical aspects of statutory 
^Harris, G. E. The crow's nest pass agreement. Montreal. 
McGiU University Press. 1919. 
9 Currie, A. W. Grain rates in Canada. Unpublished Doctoral 
Thesis. Cambridge* Harvard Univei*sity Library. 1937. 
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control were not discussed nor were the economic implications of 
the Crow's Nest Pass Agreement. Currie's study is along the lines 
of a "classic " transport thesis which deals extensively with efficiency 
and cost factors in railroad operation. 
C. Summary. • 
An understanding of the historical features of statutory freight 
rates is of prime importance to an Interpretation of the present role 
of these rates in the Gamdian freight rate structure. Three types of 
statutory control may be distinguished: 
1. legislative prescription of the absolute rate, 
2. legislative prescription of the relative rate or rate level, 
3* legislative rate prescription by subsidy. 
The most significant type of statutory rate is the first one, and 
the grain rates controlled by the Crow's Nest Pass Agreement are a 
prime example. At the time these rates were instituted it appears 
that immediate practical considerations were dominant in the thinking 
of both larties to the Agreement. It was not until the cost increases 
brought about by World Wb.t I began to assert themselves that the 
implications of "statutory" control became significant. From 1917 
until 1922 the status of the Crow's Nest Pass Agreement was 
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vigorously argued, to 1922 the effective sections of the Agreement 
were embodied in a revision to the Railway ...let and they have 
remained there as part of the general railway law of Canada. The 
rates wMch apply on ail shipments of grain or grain products from 
western Canada to the head of the Great Lakes or to ports on the 
west coast for export, are outside tiie control of the Board of 
Transport Cojnmissioners and under the direct jurisdiction of 
Parliament, 
In spite of the important role which statutory rates have 
played in Canada's transportation there is a paucity of literature on 
the subject. Only limited analysis has been applied to a review of 
their economic consequences. 
m. RiaLWAY FRiilGHT KATE CONTROL IN CANADA 
The freight rates applicable to the movements of grain for 
export are outside the administrative control which is exercised by 
the Board of Transport Commissioners in Canada on other rates. 
Parliamentary control thus supersedes Board control over a large 
segment of the freight rate structure. 
It is the purpose of this cMpter to analyze the general 
problems and the areas of potential conflict which exist, or might 
exist, because of this situation. In particular, attention wiU be 
directed to the theoretical and practical aspects of the functioning of 
the control mechanism in this dimorphous circumstance. 
A, Delegated Authority. 
1. Some theoretical aspects. 
1 
The philosophy of limited government as expounded by Locke, 
2 
and the rule of law enunciated by Dicey, provided the basic political 
philosophy for An^o-American legal thought. Dicey's theory of 
^Loeice, J. Second treatise of civil government. Oxford. 
Basil Blackwell it Mott Ltd. 1948. pp. 42 - 43. 
^Dicey, A. B. Introduction to the study of the law of the 
constitution (9th ed.) London* Macmillan & Co., Ltd. 1939. 
pp. 18S • 205. 
29. 
limited government recognized a body of authority external to the 
government. His rule ol law required "the equal subjection of aH 
classes to the ordinary law of the land administered by the ordi-
1 
nary law courts". Mtially this system of thought did not admit 
a place for administrative law stemming from delegated authority. 
"Laissez faire" political theory gave government a negative 
2 function. When it became desirable for the State to assume posi­
tive functions, government by Parliament and control by the judici­
ary alone was inadequate. A transfer of legislative authority was 
necessary with a positive function because "the legislator ^ound) 
3 
himself incapable of foreseeing the precise duty of the individual.... 
Unforeseen contingencies required flexibility and an opportunity for 
essperimentation which could not be permitted within the scope of de­
tailed legislation. Positive programs required constant and indi­
vidual attention because of the need for continuous adjustment and 
Wdvi p. 202. 
^Smith, A. The wealth of nations. Vol. 2. Ed. by E. 
Cannon. London, Methuen & Co. Ltd. pp. 201-202. 
S Freund, E, Administrative powers over persons and proper­
ty. White, Leonard Introduction to the study of public adminis­
tration. p. 529. New York. The Macmlllan Company. 1948. 
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a revision of tactics. The technicality of the subject matter, as 
well as the growing pressure on th© time of the Legislature further 
influenced the form and character of the transfer of legislative 
1 
authority to administrative bodies. 
Judicial or cpasl-Judicial functions attached to administrative 
2 
tribunals with a positive task. Their encroachment on the courts 
of law arose from the necessary admixture of policy and program 
inherent in their function. Courts, generally speaking, refused to 
3 go beyond the words of a statute in search of its meaning, and the 
substantive provisions of the legislation could not give an adequate 
view of the social policy of Parliament. The courts as a conserva­
tive force thought largely in terms of a static social situation. They 
sought to protect the rights of the individual, but these rights were 
^England. House of Commons. The report of the committee 
on ministers' powers. London. His Majesty's Stationery Office. 
1932. 
9 Allen, C. iC. Law and orders. London. Stevens & Sons Ltd. 
1945. pp. 171-189. 
S Corry, J. A. Administrative law and the interpretation of 
statutes. The Toronto Law Journal* ¥ol. I. 1936. p. 284-296. 
See also: Jennings, F. Courts and administrative law. Harvard 
Law Review. ¥oi. 49. 1936. pp. 420-431. 
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doomed to compromise with new coEcepts of the rights of society 
as a whole»^ 
Means-ends relationships are Inextricably bound together 
where positive action is required. Courts of law may deal with the 
form but the substance must be approached in terms of "expert evi­
dence". An appeal on either the le^ or the technical aspects de­
mands a rehearing of the whole matter regardless of whether the 
1 The Citizens of a State may indeed believe a 
boast that, at a given moment, they enjoy, or 
at any rate possess, a system of representa­
tive Institutions and that the ordinary law of the 
land, interpreted and administered by the regu­
lar Courts, is comprehensive enough and strong 
enough for all its proper purposes. But their 
belief will stand tti need of revision If, in truth 
and In fact, an organized and diligent minority, 
equipped with convenient drafts and employing 
after a fashion part of the machinery of repre­
sentative institutions, is steadily increasing the 
range and the power of departmental authority 
and withdrawing its operations more and more 
from the Jurisdiction of the Courts. 
Hewart, G. H. The new despotism. London. Ernest Benn Ltd. 
1929. p. 12. 
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courts or aa executive agency hear the case. ^ A court of law has 
a tendency to ignore the policy motivations of a specialist tribunal 
and yet review by an executi¥e agency will probably deny the legal 
implications. 
For example! Interstate Commerce Commission. Class 
Rate !n¥&stigation. 1939. No. 28800. Where following an interim 
decision in 202 ICC. 447 fi945) court action delayed the adjustment 
and a further report released My 26, 1951, stated; 
Tariffs to carry the interim adjustment into effect 
were filed by respondents, but the taking effect of 
the tariffs was prevented by Institution of suits to 
set aside our Interim order brought by or on behalf 
of certain northern and New England States, and 
also by a number of western rattroads in the United 
States District Court for the Northern District of 
Mew York. The District Court, after hearing and 
receiving additional evidence offered by the western 
railroads, sustained our order, 65. Fed. Supp. 
856. but continued the injunction pending appeal to 
the Supreme Court of the United States, On appeal, 
tliat Court vacated the injunction staying enforce­
ment of our order, and sustained and affirmed the 
Judgment of the District Court dismissing the pe­
titions, New York. United States 331. U S. 284, 
May 12, 1947, rehearing denied, June 9, 1947, 331. 
U. S. 886. 
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2. Some practical considerations* 
Delegated authority and the process of administrative rule­
making show wide di^^ergencies in different situations in the same 
country, and there are marked differences between countries. The 
theory of limited government and the Anglo-American concept of 
representative government were never firmly established in Suro-
pean countries mdth the result that in those areas permanent adminis­
trative courts were established which adjudicated the claims of citi­
zens and the executive according to well-deftoed principles and pro-
1 
cedures. In Europe, as contrasted with England, the doctrine of 
a separation of power and rules of the common law were not in 
sharp conflict with the growth of the administrative power through 
boards and commissions. 
The fusion of equity and law as it took place in England resulted 
in a tendency to arm public agents for positive action by conferring 
discretionary power upon existing government departments where 
2 
executive res,p0nsibillty to the legislature was maintained. In the 
Corry, J. A. op. cit. p. 16. See also: Robinson, L. D. 
Public authorities and legal liability. London. University of London 
Press. 1945. 
2 Willis, J. Parliamentary powers of english government 
departments. Cambridge. Harvard University Press. 1939. 
pp. 6-18. 
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United States, on the other hand, the legal tradition of England was 
operative but it was tempered by colonial and national experience. 
Ie the result, the practice of establishing a variety of boards and 
commissioas flourished, and in industry more especially, the parties-
1 in-iaterest concept partially replaced the English principle of re-
sponsibEity. ^  
Delegated authority in Canada functions in a milieu of English 
legal theory and practice, strongly influenced by experience gained 
3 in the United States. The powers and duties, and therefore the 
character of Canadian administrative boards and commissions de­
pends upon the Mnd of activity they undertake, and the kind of activity 
is intimately related to national or provincial needs in the economic 
sphere. 
The relationship between the executive and the legislative 
This concept is discussed in Fainsod, Merle. The nature of 
the regulatory process. Harvard University Yearbook. Cambridge. 
Harvard University Press. 1940. pp. 74-96 
2 Emmerich, Herbert. The administration of public enterprises 
in the United States. Public Administration. Vol. XXV. 1951. 
pp. i40~15S. 
3 This fact is most apparent in regard to the Board of Transport 
Commissioners for Canada. Other Boards such as those that adminis­
ter milk marketing agreements are 'illustrative. 
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1 branches ol governiaeat in Canada is one of mutual dependence. 
The Cabinet, which must accept full responsibility for actions in 
the administratis?® sphere," is also the focal point of legislative 
leadership. Ulimate responsibility rests with the majority in the 
House and a Government which lacks the confidence of that majority 
must resign. 
The problem of administrative control and procedure under 
these circumstances is esseatiaUy one of communicating the policy 
decisions of the Cabinet to the executive departments. These de­
cisions must then be given voice in the actions of the administrative 
agency. & Canada even the so^-called "independent" tribunal is sub­
ject to much closer Government scrutiny than is its counterpart in 
S the United States. Law Courts in Canada appear to be much less 
Dawson, R. M. The government of Canada. Toronto. 
University of Toronto Press. 1.949, Chapter XIX. 
2 
The politick furor over the actions of the 'Veterinary General 
in the hoof and mouth outbreak in 1952 is an example in point. 
'"A comparison of the Interstate Commerce Commission and 
the Board of Transport Commissioners substantiates this view. 
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the arbiter of policy than is the case in the United States. ^ 
the United States, where theory demands a rather sharp 
division of powers, the basic problem of control hinges upon the 
in¥entioa of means by which the decisions and the actions of ad-
iriinistrati¥e boards and commissions may be subject to an adequate 
control by Congress and also be integrated with overall government 
policy. The relationship betv^reen the Executive and Congress, and 
more especially the financial control which rests with Congress 
provides a check and a balance which should have the effect of 
See for example: 331 U. S. 348-350 Interstate Commerce 
Commission, Class Bate Investigation, No. 28300, 1939 as com­
pared with Province of Nova Scotia et. al. v. CNR et.al. 46 C. R. C. 
161. April, 1937. The significant dSerence is the more legalistic 
view of the Canadian Court and the stated disregard for poiicy. See 
also; Humphrey, John P. judicial control over administrative ac­
tion. Canadian Journal of Economics. ¥ol. V, 1938. pp. 417-431. 
At page 420. 
On the contrary the exercise by the administrative 
authority of its discretion cannot be challenged unless 
tiiere is want or excess of jurisdiction or procedural 
error both of which imply the exercise of Judicial 
functions by tiie administrative authority, and even 
where these vices are present aU that the court can 
do is to quash the order or decision. It cannot, un­
less there is statutory authority to the contrary, it­
self exercise the discretion which the legislature has 
delegated to the administrative authority. 
See also: Leasing of motor vehicles. Ex Parte M. C. 43. 
I. C. C. M. C. No. 51 as reported in Traffic World. Jan. 1953. 
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cimimelling administrative alfort into lines generally approved by 
both branches of government# On the other hand, it is the day to 
day working of administrative control and decision which ixLtimately 
asserts itself into a pattern of procedure and action, in the absence 
of specific direction by statute, which is frequently impossible to 
achieve, and in the absence of close executive control which is also 
difficult to attain, there is a tendency to have administrative actions 
subject to nothing better than an ex poste control by both branches. 
A general framework of action once established is difficiilt to alter, 
and in the result administrative agencies multiply and pyramid with 
a complexity of function and overlapping jurisdiction that sometimes 
defies rational control. ^ 
Where delegated authority is involved the problem of an adequate 
means of control under the American type of government resolves it­
self into a multiple effort which involves the courts, Congress and 
the executive. This is not true to the same extent under the British 
parliamentary procedure as it is practiced in Canada. 
wohl, Elmer Summa,ry of reports of the Hoover commission. 
Public Administration Review. ¥ol'. 9-10. 1949. pp. 73-97. This 
Summary is made up of excerpts from the reports of the Commission 
on Organization of the Executive Branch of the Government. The chief 
recommendation is to fit each independent regulatory Commission into 
the appropriate executive department and to segregate its duties into 
administrative and Judicial. Administrative duties would be handled 
in the department but in hearing cases and handing down decisions, it 
would be wholly independent of the Secretary of the Department and 
the President. 
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B. The Board of Transport Commissioners. 
The Board of Transport Commissioners for Canada may be 
re^rded as a prototype illustrating the basic characteristics of 
tribunals exercising delegated authority, Ixl the development of 
means of control over transportation the Board of Transport Com­
missioners is the f ourth step in a long process which has been one 
of accretion or addition, rather tlmn replacement or repeal. New 
control devices have been superimposed upon existent regulations, 
from the original common law prohibitions, to restrictions imposed 
by incorporation charters, to statutory regulations of a general natiire, 
down to the comprehensive powers of supervision and correction found 
1 
in the present Railway Act, To this extent the present powers of the 
Board must be regarded as a synthesis of previous control methods. 
The Board of Transport Commissioners for Canada is a Feder­
al Court of Record of nation-wide-jurisdiction and an administrative 
body entrusted with aU. the powers, authority and duties of the Railway 
Committee of the Privy Council which preceded it. The Board's Juris­
diction extends over ail railways except those of a purely provincial 
MacGibbon, D. A. op* cit. p. 73. 
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character and not declared to be "a work for the general advantage 
1 
of Canada". In so far as railways are concerned the Railway Act 
vests in the Board wide powers over the construction of lines, the 
location of stations, the building of bridges, the type of equipment, 
and confers upon the Board powers to regulate the rates and charges 
which are established by the railway companies. 
In addition to the duties and responsibilities which the Board 
exercises regarding raEways it also has jurisdiction of a type over 
2 3 4 
telephones and telegraphs and inland water carriers and pipe-
5 
lines. It has no Jurisdiction over highway transport. 
The Board of Transport Commissioners was organized in 1903 
as a direct result of the recommendations of S. J. McLean, who, on 
the tastruction of the Minister of Railways, prepared and submitted a 
6 
report on the matter of railway control in Canada. In his report 
Professor McLean traced the early history of railway control legis­
lation up to the point that the Railway Committee of the Privy Council 
1 RaEway Act. op. cit. S. 6.. 
%id. S. 30. 
%bid. S. 61. 
Canada. House of Commons. The Transport Act. 2 George VI. 
Ottawa. King's Printer. 1938 
*^Canada. House of Commons. The Pipelines Act. 13 George VI. 
Ottawa. King's Printer. 1949 
g 
McLean, Loc. Cit. p. 1. 
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assumed responsibility under the revised Railway Act of 1888. At 
page 74 of Ms report he cited the following disadvantages of the Rail 
way Committee as a regulator of railway transportation; 
1* it has a dml ftaiction—political and administrative. 
2. The lack of migrating organization renders it im­
possible to deal effectively with complaints. 
3* The distance to be travelled by the complainants 
renders the expeme too great. 
4. There is a lack of technical training for the work. 
5. The exiting organization is not sufficiently per­
manent. 
The revised Railway Act of 1903 which created the Board of 
Transport Commissioners borrowed liberally of the basic structure 
and form of the Interstate Commerce Commission and the British 
1 
IMlway Tribunal. 
1 An indication of the extent to which the Canadian draftsmen 
leaned on the British Act is provided by the following exchange in 
the Canadian House of Commons; 
Mr, Borden; In this subsection (gg) (of section 2) appears 
the words; "and the expressions 'clerk of the peace' 
and 'sheriff respectively include the like persons as In 
other cases What is the meaning of that? 
Minister of Railways & Canals; (the Hon. A. F. Blair) 
This is based upon 51., Vic., Chapter 29, Section 2, 
where these words appear. I must confess I do not 
quite see the object of them. But I apprehend they 
must mean something, and it did not look to me as if 
it would be harmful to leave the words there. 
Canada, Debates of the House of Commons. 1903. p. 2607. 
Whole sections of the British Act and part sections of the American 
Act were incorpomted in the Canadian Railway Act. For eacample, 
compare the British Railway & Canal Traffic Act, 1888, Sections 
2& and 27, subsections (1) and (2) with sections 316, 319 and 320 of 
the Canadian Eallmy Act. From the American standpoint compare 
Section 4 of the Act to Regulate Interstate Commerce with Section 
314 of the Railway Act. 
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1 
neither the McLean report nor the subsequent parliamentary 
2 debates evidenced any distinctive difference in the basic Canadian 
philosophy or theory of administrative control from that which had 
been expounded In Britain and the United States. 2 anything, tlie 
concept of positive action by government had been accepted to a 
greater degree ia Canada tiian in either of the other countries although 
1 The first part of the McLean report parallels the discussion 
of textbooks on the need for railway control. See for example: 
Locklia, D. Philip, Economics of transportation. Chicago. Rich­
ard D. Irwin, Inc. 1947. pp. 202-250. 
2 Hon, A. G. Blair made the following comments in debate: 
The provisions that we incorporate in this Bill with 
regard to the control, supervision and regulation of 
tolls are, in large measure, adapted from similar 
provisions in the English and American enactments 
on the subject, so far, of course, as the provisions 
would be applicable to this country. 
Canada. Debates of the House of Commons. 1903. p. 249. 
We have before us the experience of other countries, 
we have b efore us the experience of England and of 
the various states of the union, as well as of the 
Interstate Commerce 'Law of the United States. The 
difficxiltles in enforcing their laws has been ascer­
tained, and so far as it was possible in our Judgment 
we liave made better provision for successfully opera­
ting a railway commission. 
Caimda. Debates of the House of Commons. 1903. p. 2432. 
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the practice predated the tlieory. ^ 
There were three niajor respects in which the basic control 
legislation in Canada differed from, its American and British ante­
cedents, The Canadian tribunal was not freed from the restrictive 
effects of prior agreements; the matter of freight rate control was 
left on a much broader plane; and the tribunal was not appointed as 
a final Judge of either fact or law. In these three matters the sig­
nificant aspects of Canadian control are found. 
l.>: Prior agreements. 
Shortly after the Board of Transport Conirxiissioners was organ­
ized, Mr. Justice Gerouard described its powers in sweeping language: 
Extraordinary powers, far exceeding any existing in 
the Kail way Acts of any other country, are given to 
the HaEroad Board.,. Ur^ess it can be shown that the 
Board has no Jurisdiction or acted contrary to the 
RaEway Act, this Court cannot interfere, for the Board 
can do almost anything in relation to railways, except 
when proMbited by Paiiiament. 
It might be concluded from this statement that the Board was virtually 
the sole authority on the regulation of Canadian railroads. However, 
such was not the case. It is evident from a consideration of the Act 
1 Fowke, V. C. The national policy. Canadian Journal of 
Economics. Vol. 18. 19S2. pp. 270-281. 
^Toronto Viaduct Case. 6 C. K. C. 124. 1905. 
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and the decisions of the Courts that the Board is by no means omnipo­
tent and that the qualifying phrases in Mr. Jiistic Gerouard's pro-
iiouuiceinent must be given full effect. This is particularly true 
with regard to the extent to wMch prior agreements are operative. 
The authority for the continued application of prior agreements 
after the formation of the Board was found in the exemption of 
Special Acts^ from the provisions of the Railway Act. In 1917 the 
Board ruled that the Crow's Nest Pass Agreement was a Special Act 
2 
within the meaning of Section 3 of the Railway Act but seven years 
3 later it changed its mind on the matter. In 1924' the Board held that 
the Crow's Nest Pass Agreement was not a Special Act, but even if it 
^The Railway Act. op. cit. S. 3. 
If in any Special Act heretofore passed by Parliament of 
Canada it is enacted that any provision of the General 
Hailway Act in force at the time of the passing of such 
Special Act, is excepted from incorporation therewith, or 
if the application of any such provision is, by such 
Special Act, extended limited or qualified, the corre­
sponding provision of this Act shall be taken to be excepted, 
extended, limited or qualified, in like manner; and, 
unless otherwise expressly provided in this Act, where 
the provisions of this Act and of any Special Act passed 
by the Parliament of Canada relate to the same subject 
matter, the provisions of this Act in so far a-s is necessary 
to give effect to such Special Act shall be prior. 
2 Loc. cit. p. 21. 
\he Crow's Nest Pass Eate Case 29 C. R. C. 238. 1924. 
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was, it dealt not with rates but only with conditions upon which a 
subsidy was to be granted. This decision was reversed by the 
Supreme Court^ and the judgment of the Supreme Court has not 
since been legally questioned. 
Although the terms of the Crow's Nest Pass Agreement were 
altered in 1924 the restrictive effect of the section dealing with 
Special Acts is stiH applicable to grain and grain products and it is 
not within the competence of the Board to deal with export grain 
rates. 
The Manitoba Agreement was similar in some respects to the 
Crow's Nest Pass Agreement but it was a Provincial, not a 
Dominion Statute. Initially there was a predisposition by the Board 
to treat this statute as a Special Act. In one case the Board foimd 
that the Winnipeg distributing rates which had been lowered by the 
Manitoba Agreement were unduly preferential to Winnipeg and 
ordered that Regina rates be reduced proportioimtely to those of 
9  Winnipeg. The Winnipeg preference could have been abolished 
equally well by a declaration by the Board that the Manitoba 
Agreement was overruled by the BaUway Act. This they declined to 
do but in 1917 the Board declared the Manitoba Agreement to be 
1 C. N. R., et. al. v Province of Alberta et. al. 30 C. R. C. 
32. 1924. 
^Regina Rates Case 11 C. R. C. 300. 1914. 
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superseded by the Railway .Act in so far as the two were inconsistent. 
The effect of this declaration was to make the rate provisions of the 
Manitoba Agreement null and void. 
The third instance in which a prior agreement dealing with spe­
cific rate levels iiapiaged upon the powers granted to the newly formed 
Board of Transport Comiriissioners was foimd in connection with the 
Maritime Rate Scales, f^ith these rates it was an implied contract 
1 that intervened. As such it could not be "protected" under the sec­
tion dealing with Special Acts but it was eventually recognized and pro-
2 
tec ted by Parliament through a statutory reduction. 
In addition to the Special Acts there were prior agreements in­
volving railroads owned by the Government, and railroads with special 
charter provisions covering their earning capacity. Railroads in these 
classes were not subject in all respects to the jurisdiction of the Board 
untH as late as 1924 when this situation had been successively altered 
Duncan Commission op. cit. p. 22. 
2 The Maritime Freight Rates Act op. cit. p. 16. It is still an 
undecided point as to whether this Act granted only a 20 percent re­
duction in tolls or whether it went further and prohibited the Board 
from readjusting Maritime rates except in the case of general cost 
increases. 
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to tile point where there were ao restrictions on the authority of the 
Boar<J» ^ 
h. The pattern of rate cQntroI. 
The control over raEway rates and charges exercised by the 
Railway Committee of the Privy Couticii, the predecessor of the 
Board, was minimal* The Railway Act of 1908, which created the 
Board of Transport Commissioners, continued this type of control. 
Hie basic philosophy of rate control in Canada is, and has been, 
concerned with the application of maxima only. The first bill intro­
duced in 1902 to revise the RaHv^ay Act contained clauses establishing 
2 
ftsced standard rates but these clauses were withdrawn. The Act as 
passed stated that "every standard freight tariff siiall be filed with the 
Board and shall be subject to the approval of the Board" but the Act 
made provision for the use of other tariffs wliich were lower than the 
standard tariffs and these other tariffs did not need to be approved by 
^Canada. House of Commons. The Canadian National Railway 
Act. 9-10 George ¥. Ottawa. King*s Printer, 1924. See Also; 
Rattenbury v C. N. R. 30 C. R. C. 414. 1926. 
2 Canada. Debates of the House of Commons. 1903. p. 2440. 
4?. 
1 
the Board. It was assumed that all rates below the standard rates 
were automatically Just and reasonable provided that they were not 
discriminatory, Kate control in Canada functions within these legal 
limits. 
The effect of the foregoing type of rate control has been ma­
terially altered by virtue of the very narrow definition which has been 
placed on the term "discrimination''. The Board has been concerned 
mainly with personal discrimination and has virtually ignored both 
2 
regional and product discrimination. The result has been to permit 
wld0 differences in the rates on particular commodities and to permit 
3 
a lack of rate uniformity between regions and even within regions. 
Legislation and its interpretation have combined to materially 
Today these standard rates move less than 10 percent of the 
traffic. Board of Transport Commissioners. 1951 Waybill analysis. 
Ottawa. King's Printer. 1952. 
2 
Empire Flour MEls v. M. C. R. 3. J. O. R. R. 18. 1926. 
Spanish River Pulp and Paper MEls v. C. P. R. 12. J. O. R. R. 
266. 19 31. General Freight Rates Investigation. 17. J. O. R. R. 
132. 1948. 
^Darling, H. J. Bate making principles. Edmonton. King's 
Printer. 1949. (mimeographed). 
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lessen the effectiveness of rate control In Canada in comparison 
with both the United States and Britain^ but this lessened control 
is not a spurious result of Board action. It represents the necessary 
adjustment of all concerned to the fact that the Board is not the only 
chosen instrument for railway rate control. Authority has been dele­
gated btd power has also been reserved by Parliament and by the ex­
ecutive. 
3. Law, and fact. 
Prior to the revision of the Railway Act in 1903 the Hail way 
Committee was the judge of law and fact, subject to the review of 
2 Uie Governor-In-Comicil, It was also provided that the Railway 
Committee "may, if it thinks fit, state a case in writing for the opinion 
of the Supreme Court of Canada upon any question which in the opinion 
3 
Of the Committee is a question of law". 
4 
The revised and consolidated Railway Act of 1903 extended 
The- basic difference is tliat in both these countries there is 
no prior approval of any rate scale and all rates scales must meet 
Conrndssion tests and ultimately be approved. Provision in both 
instances is made for reparations. Ho such provision is made in 
Canada, 
2 Canada. House of Commons. The Railway Act. Ottawa. 
The Queen's Printer. 1886. 
%id. Sec. 19. 
^op. cit. C. 58 i 
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to the Board the powers of the Railway Committee in regard to 
matters of law and of fact. The new Act included the right of the 
Board to submit a case for the opinion of the Supreme Court of Canada 
upon a question, of law and provided for a review of Board decisions 
1 by the Governor-in-Council. In addition it provided Judicial re-
2 
view on the matter of jurisdiction. To date there have been a total 
of 81 appeals to the Supreme Court of which 16 have been allowed and 
the remainder dismissed, abandoned or withdrawn. 
actual fact the Cabinet, or selected members of the Cabinet. 
2 Although very broadly speaking, a matter of Jurisdiction is a 
matter of law, it is clear that in the statutes in question, the courts 
and the Board have made a very clear distinction between a matter 
of law and a matter of Jurisdiction. S. 44 ss 5 of the RaEway Act, 
refers to "the question of jurisdiction or law as the case may be". 
Judge Binfret of the Supreme Cburt in the decision in Montreal v 
CNR 51 Ci R. C. 304 at page 306 states "By jurisdiction is m-eant 
the authority which a court has to decide matters which are litigated 
before it, or to take cognizance of matters presented in a formal way 
for its decision". Chief Justice Sir Lyman Duff defines a matter of 
law in Bell Telephone Co. et al v. CNR et al 50 C. E. C. 10 at page 
18 as: 
So constructed 'question of law' would include (without 
attempting anything like an exhaustive definition which 
would be impossible) questions touching the scope, ef­
fect or application of a rule of law which the Courts 
apply in determining the rights of parties: and by long 
usage, the term 'question of law' has come to be ap­
plied to questioiis, which when arising at a trial by a 
Judge and Jury, would fall exclusively to the Judge for 
determination. 
50. 
In regard to matters of fact, the powers of the Board have 
remained comparatively unchanged since 1903. There can be no 
appeal to the Courts on matters of fact and the Board may not re­
gard a matter of fact as a matter of law for purposes of giving 
leave to appeal^ to the Supreme Court. 
%oard of Education v. Rice. Appeal cases 179 at p. 182. 
In such cases the Board wHi have to asc ertain the 
law and also to ascertain the facts. I need not add 
that in doing so they must act in good faith and fairly 
listen to both sides, for that is a duty lying upon 
everyone who decides anything. They can obtain 
information anyway they think best, always giving 
a fair opportunity to those who are parties for cor­
recting or contradicting any relevant statement 
prejudicial to their view. Provided this is done 
there is no appeal under the Act. The Board has no 
Jurisdiction to decide abstract Questions of law but 
only to determine actual concrete differences that 
may arise. The Board is in the nature of an arbi­
tral tribunal and a court of Law has no Jurisdiction 
to hear appeals from the determination either upon 
law or fact. But if the Court is satisfied either that 
the Board have not acted Judicially in the way I have 
described, or have not determined the question which 
they are required by the Act to determine, then there 
is a remedy by mandamus and certiorari. 
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On matters of fact an appeal from the Board lies to the 
1 Governor^ln-Gouacil* As at December 31, 1951 only 54 cases 
had been appealed to the Governor-in-Coimcil and of these 3 were 
allowed, 12 were referred back to the Board and the others were 
dismissed or withdrawn. Ctf the 3 appeals allowed by the Governor-
in-Council, one dealt with grade crossing, one with an increase in 
rates on cream and one with the Crow's Nest Pass Agreement. In 
no case has the appeal been allowed in a general revenue case ex­
cept in the way of reference by the Governor-in-Council, back to 
the Board. 
1 Quebec Raflway Light and Power Co. Quebec. 42 C. R. C. 
179 at p. 186. 
Although the Board has power under the provisions 
of the statute to give leave to appeal in any matter 
which it regards as a question of law, a consideration 
we must assume that, in framing questions for such 
a purpose, the Board intends only to submit matters 
involving issues which can fairly be regarded as 
strictly questions of law. The whole scope and pur­
view of the Act demonstrates that matters sub­
stantially of fact, or matters substantially within 
the discretion of the Board, are not to be referred 
to this court as questions of law. 
The Supreme Court held that "whether there was any evidence to 
support the Board's findings of fact was not, in view of the pro­
visions of S. 44 of the Railway Act and freedom of the Board from 
strict compliance with the legal rule of evidence, a question of law 
within the meaning of S. 52 (S)". Bell Telephone v. CNR 50 C. R. C. 
10 at p. 16, 
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This record indicates that appeals regarding fact have not 
been significant. The Royal Commission on Transportation recom­
mended retention of this appeal upon the basis that it conld not 
recommend that "the Government shotjld disassociate itself entirely 
from the activities of the railways and the performance by the Board 
of Transport Commissioners of its duties". ^ 
In 1923 the Governor-in-CouncE indicated the basis upon which 
2 
appeals were dealt with. It said; 
The intent of the legislation is to invest His Excellency 
in Council with Judicial powers by which he may in his 
discretion aid in securing and enforcing the provisions 
of tlie Railway Act, having due regard to the method of 
railway rate regulation by an independent commission 
which was the outstanding irmovation in the Railway Act 
of 1903 and which has been preserved throughout suc­
ceeding revisions of the Act to the present time. 
3 The basis was elaborated further in the following statement: 
In appeals to the Governor-in-CouncE from the Board 
of Railway Commissioners a practice has grown up 
not to interfere with an Order of the Board unless it 
seems manifest that the Board has proceeded upon 
.^op. cit^ p. 80 
^Canada. House of Commons. Order-in-Council P. C. 2166. 
Ottawa. King's Printer. 1928, 
3 Canada. House of Commons. Order-in-Council P. C. 622. 
Ottawa. King's Printer. 1926. 
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some wrong principle, or that it has been otherwise 
subject to error. Where the matters at issue are 
questions of fact depending for their solution upon a 
mass of conflicting expert testimony, or are other­
wise such as the Board is .peculiarly fitted to deter­
mine, it has been customary, except as aforesaid, 
not to interfere with the findings of the Board. 
The principle of administrative responsibEity to the Cabinet 
is maintained by the retention of the appeal on fact, while the basis 
upon which the Governor-in-CouncH acts indicates that the essential 
features and desirable attributes of tribunal control are maintained. 
C. Summary. 
In Canada two types of railway freight rate control exist. 
Some rates are controlled by the direct action of Parliament; others 
are controlled by the Board of Transport Commissioners. This situ­
ation has some unique aspects. 
A review of the theoretical aspects of delegated authority con­
firms the necessity for a reconciliation between the theory of demo­
cratic rule and the administrative requirements of a positive state. 
More particularly the prolification of agencies exercising delegated 
authority has demanded a realignment of the judicial, legislative and 
administrative function, especially with regard to control. 
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In Canada whE© the requirements of national policy have re-
siilted in much positive direction of economic activity by the state 
the concept of cabinet responsibility has provided the means by which 
control over executive action is maintained by Parliament, This is 
apparent from the various types of administrative boards which have 
been established. 
The Board of Transport Commissioners in Canada profited 
from the experience gained in the United States and Britain. Insti­
tutional elements on the other hand gave it a distinct character. Three 
elements in particular stand out as significantly different from the 
foreign counterparts of the Board. 
Prior agreements have played and continue to play a dominant 
rule In limiting Board activity. Th^e agreements are a continuing 
evidence of the interaction between commercial development and 
national policy. Their existence, which theoretically Impedes the 
exercise of competent Jurisdiction by the Board of Transport Com­
missioners, has in practice not done so. The Jurisprudence of the 
Board and their modus operandi have taken cognizance of prior 
agreements, and potential areas of conflict, most particularly in 
regard to rate control and the concept of "Just and reasonable" rates, 
have been avoided by the Board's use of less stringent types of 
§5. 
permissive action for the carriers. Freight rate control premised 
upon Board approval of only standard rates leaves a broad area of 
freedom to the railways to establish special, commodity, and com­
petitive rates at lower levels. 
A system of rate control has evolved wMch accommodates tlie 
restrictions imposed by prior agreements and which removes what 
at first appear to be irreconcilable elements. This is not to say 
that in practice prior agreements do not create rate anomalies in 
particular instances; as will be shown later they do. It does show 
that the whole theory of control is not prejudiced by their existence. 
Appeals on matters of law and on matters of fact are an integral 
part of the system of railway control devised for Canada. These ap­
peals assure the maintenance of the principle of responsibility for 
executive action and at the same time 0ve the Courts the task of moni­
toring the legality of the Board's action. 
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IV. THE CROWDS NEST PASS AGREEMENT 
AND RESOURCE ALLOCATION. 
Transport costs exert a significant influence upon resource 
allocation. The theoretical aspects of this influence have been ex­
tensively studied by several writers. ^ In addition, the application 
2 
of the theory has been examined in a variety of practical situations. 
This chapter wUI enquire into the absolute and relative effects of the 
Crow's Nest Pass Agreement upon resource allocation in western 
Canada. 
A, Absolute Costs and the Crow's Nest Pass Agreement. 
The prairie region of western Cana(fe, was settled on the basis 
Hoover, E. M. The location of economic activity. New York. 
McGraw Hill Book Co. ifoc. 1949. See also: Friedrick, C. J. 
Alfred Weber's theory of the location of industries. Chicago. Uni­
versity of Chicago Press. 1928. 
2 Hoover, E. M. Location theory and the shoe and leather indus­
tries. Cambridge. Harvard University Press. 1937. See alsoi 
Dennison, S. R. The location of Industry and the depressed areas. 
New York. Oxford University Press. 1939. See also: United States 
National Resources Planning Board. Industrial location and national 
resources. Washington. United States. Government Printing Office. 
1943. 
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of its suitabEity lor the production of cereal crops, especially 
wheat, ^ What has been the relationship between transport costs 
and the development of cereal production? 
1 Resource development in a new area is usually premised 
upon the production of a staple commodity for export. Given the 
ecology of the area, or the minerals available, aU economic ac­
tivity is directed to the staple product. At a later stage the com­
plex problems associated with diversification and alternate use 
assert themselves. See; Innis, H. A. The problems of staple 
production. Toronto. The Ryerson Press. 1940. 
The most important feature of the economic life in a colony 
or newly settled community is its commercial connection with the 
rest of the world. Upon this more than on any Other circumstance 
depends its prosperity. The history of modern civEization does 
not show a single case where newly settled country has enjoyed 
any considerable economic prosperity, or made notable sound prog­
ress, without a flourishing commerce with other communities. 
Callender, B. D. Selections from the economic history of the 
United States. Boston. The Macmillan Co. 1908. p. 6. 
Development of the Canadian West on an agricultural basis 
did not proceed until there was a demand for its product in world 
markets but this step also waited upon the conjunction of a number 
of favorable circumstances. A converging of all these factors, the 
new technique of prairie and plains farming, early maturing wheat, 
improved transportation, and the exhaustion of the better land in 
the United States was ultimately to inaugurate a new era in the 
Canadian West. Hedges, J. B. Building the Canadian West. New 
York. Macmillan Co. 1939. p. 9. Also see; Morton, A. S. 
History of prairie settlement. Toronto. Macmillan and Co. 1939. 
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For practical purposes it may be assumed that the start of 
land settlement and the reduction in railway rates ordered by the 
Crow's Nest Pass Agreement were coincident. Table 2 in Appendix 
statistically details the progress of settlement in western 
Canada since 1896. It is to be noted that two distinct periods are 
evident. The first rush of settlement occured between 1901 and 1917; 
the second between 1926 and 1931. Since 1931 the total settled area 
has remained approximately the same although there have been 
significant shifts in distribution and intensity. 
Table 3 in Appendix D indicates the total production of grain 
in western Canada at five year intervals since 1896. There is no 
obvious relationship between the production figures in this table and 
the acreage figures in the previous table due to the critical effect of 
2 
weather upon yield. Table 2 is a statement of intention, while 
Table 3 may be regarded as a statement of result. 
Table 4 in Appendix D, which adheres to the geographic 
subdivisions used in Table 2, indicates the relationship between the 
market price and the transport cost from each area to the point of 
If or convenience the statistical tables have been carried to 
the Appendices. 
^Mackintosh, W. A. op. cit. "Rainfall deficiency is perhaps 
the most important single fact in the life on the Canadian plains", 
p. 14. 
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sale, ^ The actual ratio between transport cost and the price has 
varied between a high oi 39.2 percent in 1933 and a low of 3. 9 
percent in 1918. The difference between the actual price-transport 
2 
cost ratio and the adjusted price~transport cost ratio, which is 
given in Table 4 of Appendix D, indicates that in the absence of the 
Agreement the high ratio would have been 52.9 percent and the low 
ratio would have been 5, S.percent. In other words the maximum 
difference separating the transport price ratio of the Agreement 
rates from the transport price ratio of ordinary rates is 13.7 
percent. TMs statement assumes that the higher rates in themselves 
would not affect the price received. A price change of 8 cents, in 
the year of the lowest price (which was the year of the highest ratio) 
would have offset the differential represented by the Crow's Nest 
Pass Agreement. This amount is approximately the difference 
A percentage relationship based on the average price of No. 1 
wheat at Fort "William has a varying significance depending on the 
condition of the crop. This fact is illustrated in Table 5 in Appendix 
D. 
2 These rates have been calculated upon the assumption that 
percentage increases and decreases would have been applied to the 
grain freight rates to the same extent as to other freight rates. This 
assumes that the revenue requirements of the railroads would not 
have been altered by the addition of grain traffic, which is of course 
highly unlikely. This concept of a "normal" grain rate overstates 
the hold-down effect of the Crow's Nest Pass Agreement, This 
relationship is graphically presented in Figure 1. 
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between wheat of the first grade and wheat of the fourth grade. 
It is apparent from Table 4 that any direct effect of the Crow's 
Nest Pass Agreement on the development of cereal acreage and 
production in western Caaada must have come after 1923 because 
up to 1917 the actual rates were below the rates specified in the 
Agreement. The Agreement was suspended from 1917 to 1923. 
It is apparent that the Agreement did not have any effect on 
freight rates in a direct sense during the first 26 years of its 
existence. It is this period which coincides with the first and 
greatest period of western development. It may also be concluded 
that from 1923 to 1950 the direct effect of the Agreement was rela­
tively unimportant except for the possible effect it exerted during 
the years 1931 and 1932. During those two years the Agreement may 
have helped to keep marginal resources employed when a large part 
1 
of the western acreage was marginal. 
If the direct effect of the Crow's Nest Pass Agreement can be 
virtually ignored what may be said of the indirect effect? Did the 
Agreement have a significant influence upon expectations and planning? 
Attention must be drawn to the "historical argument" which is 
succinctly presented in the Joint Submission of the Governments of 
Alberta, Saskatchewan and Manitoba to the Boyal Commission on 
Transportation 1951. Ottawa, This must be regarded as ballast for 
more substantial arguments. 
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Initially it would appear that the assurance of lower freight rates 
and their continued maintenance at a low level was a stimulating 
factor in settlement. ^ However, this effect was short-lived. 
At the time the Agreement was signed Canadian Pacific had a 
monopoly of rail transport in the west but by 1905 this was no 
longer the case. Throughout the early period of settlement the 
2 general level of traiisport costs was falling due to Uae influence of 
competition aiid, as has been noted previously, the maxima of the 
ikgreement were not controlling. In addition the area of settlement 
iiad rapidly expanded and the relative weight of rail transport costs, 
which initiaEy had been highly significant even in Manitoba, was not 
3 
considered of prime importance by the settlers. Bates, as such, 
appeared to have little if any effect on the extent of the settlement 
undertalsing. 
Indirectly the Crow's Nest Pass Agreement did not significantly 
assist the resource development which took place in western Canada 
after the turn of the century. The assurance of stable grain freight 
^Morton, A. S» op. cit. pp. 84 ~ 97. 
2 See Figure 1. 
S The vast settlement schemes promoted at this time gave 
consideration to the existence of raE facilities but the literature does 
not disclose a concern for rates as a limiting factor. Note for 
example the relative increases in Saskatchewan, Manitoba and Alberta 
given in Table 2, Appendix D, 
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rates was not a factor of moment to either the settler or the large 
scale colonizer. The agricultural frontier of the west would liave 
been conquered without the Agreement and there is no doubt that it 
would ha¥e been conquered Just as rapidly and just as thoroughly. 
On the basis of the foregoing analysis it may be concluded that 
th© absolute effect of the Agreement both direct and indirect, on 
resource development was negligible. Prior to 1923 the Agreement 
was a "scrap of paper". After 1923 other factors were far too im­
portant to admit such a minor consideration as the Agreement. 
B. Relative Costs and the Crow's Nest Pass Agreement. 
A determination of the relative effect of grain freight rates on 
resource allocation in western Canada must consider the nature of 
western agricultural production and the markets which it seeks to 
serve. 
Western Canadian grain production consists of the output of 
1 270,000 agricultural firms. Each firm employs a somewhat 
different combination of capital, labor and the other imputs to pro­
duce the final product. In addition the firms are situated at varying 
1 Canada. Bureau of Statistics. 1951 census of Canada. 
Ottawa. Queen's Prtoter. 1952. 
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distances from their market outlets so that there are included in 
marketing costs differing amounts of transport cost. While the 
cost to each firm for trucking grain to the elevator and for hauling 
it by boat from the lake or ocean terminal to the ultimate market 
tend to be the same, the cost of railway freight bears an Increasing 
1 incidence as the distance from the lakehead terminal increases. 
The economic environment of these individual firms activates 
different responses to the same price situation. Some firms faced 
by a relatively lower product price will divert factors to other types 
of production. Other firms with more limited alternative uses for 
2 
resources will meet the same situation by expanding production. 
In these circumstances the extent to which an additional increment 
of freight costs will effect the producer rests upon the combined 
reactions of these dissimilar firms and is related to the significance 
of transportation to the grain industry and to the nature of the grain 
market. 
I See Table 6, Appendix D. 
P 
""Shepherd, G» S. Agricultural price analysis. Ames. Iowa 
State College Press. 1941. p. 231. 
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The Umitatioris to the size of the western Camdian grain. 
producing area are geographical and political but even within that 
area there exists a considerable diversification of production. For 
the twenty year period 1930-49, the distribution of crop acreage was: 
wheat 56.8 percent, oats 21. 0 percent, barley 11.4 percent, rye 
1.9 percent, and other field crops 8.9 percent. The average yearly 
productioa for the same period was 341 million bushels of wheat, 
241 miUiOG bushels of oats, 106 million bushels of barley and 9 
1 
miUioa bushels of rye. This production went to three main mar­
kets; the local western market, the domestic market which com­
prises the rest of Canada, and the export market. 
Table 6 in Appendix; D indicates the relative importance of the 
markets for wheat, oats and barley. It is apparent that oats and 
2 barley are used to a ma|or extent in. the local market while domes­
tic and export markets are of prime inportance to wheat. Railway 
freight costs will therefore be most significant in tiie case of wheat 
production and attention can be concentrated upon that type of pro­
duction. 
^See Table 7, Appendix D. 
^See Table 9, Appendix D. 
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The domestic market for wheat is some distance from the 
major source of supply and therefore there is a substantial absolute 
cost of transportation associated with the sale of wheat in that mar­
ket. Normally wheat grown within the market area is fed to livestock 
and practically all the requirements for human consumption are im­
ported from western Canada. 
The export market is most significant to the western wheat 
I 2 producer. Canada is one of the four major exporters of wheat. 
3 There are a constellation of European importers of which the U-
nited Mngdom and Ireland are the most stable and important. Of 
the exporting countries, Canada is the one most heavily committed 
Export clearances have absorbed 63,1 percent of western 
production for the period 1930 to 1050. The stability of domestic 
consumption as compared with export market is illustrated in Fig­
ure 2. 
2 
The major exporters are; Canada, United States, Argentina 
and Australia, Although these countries account for from 32.9 per­
cent to 48.7 percent of world production their exports make up 74.3 
percent to 94.9 percent of the world total. 
3 See Table 10, Appendix D. 
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1 
to a r^iaace on the woiid market for wheat. Not only is her ex­
port trade in wheat signifleant in relation to the domestic allocation 
of wheat bmt it is also important in terms of the total world trade. 
Kxcept foi the drought year of 1937, Canada provided from 24. 9 per­
cent to 48.4 percent of the total wheat supplies exported. Canadian 
export markets are indicated in Table 11 of Appendix D. 
The boimds of a free world market that may be supplied by 
Cariadto.n essports, to the extent that Canadian producers do not con­
sciously absorb the freight is determined by the relationship between 
the freight cost from Canada to tiie major consumiiag areas of the 
world as compared to the freight cost from other producing countries 
to those same areas. Historically South and Central America have 
been supplied from the Argentine and the United States. Australia 
has provided a major portion of the Asian requirements and the Euro­
pean market has been supplied by Canada, the United States and Russia. 
The world wheat price appears to have been established at the Liverpool 
Exports were 54.2 percent of /irgentine's production, 11.6 
percent of United States* production, 59.0 percent of Australia's 
production for period 1925 to 1945, compared with 65.1 percent for 
Canada for the same period. 
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graio exchange^ and the constellation of prices at other global 
points has been related to the Liverpool price and the transpor­
tation costs of delivering wheat to Liverpool. 
The Winnipeg price is the one most directly of concern to 
the western Canadian producer and "there is a broad tendency for 
price spreads (between Winnipeg and Liverpool) to correspond to 
shipment cost by the cheapest available route; also for price spreads 
to vary from season to season and from year to year in rough cor re-
2 
spondence with shipment costs". The extent and direction of the 
price spread varies from month to month in relationship to the type 
of shipment required to bring Canadian wheat from Fort William to 
Liverpool, During the season of closed navigation on the Great Lakes, 
shipment costs exceed the price spread by a significant margin since 
the prices on the Liverpool market take cognizance of the lower prices 
at which deliveries may be made when shipment is again available. For 
a period during the early fall the price spread exceeds the shipment 
This statement must be accepted with reservation since a 
considerable part of the wheat marketed at Liverpool is distress 
or dumped wheat. See: Timoshenko, ¥. P. Price spreads and 
shipment costs in the wheat export trade of Canada. Stanford "Wheat 
Studies. Vol. n* pp. 180-198. 1925. 
^Ibid. p. 193. 
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cost. TMs is related to the restricted supply at Liverpool, the 
increased supply at Winnipeg and the length of time necessary (up 
to three weeks) to distribute the product to the point of demand. 
During the period of heaviest wheat movement (Oct, 15 - Dec. 15) 
the price spread approMm&tes the shipment cost and the theoretical 
economic model most nearly applies. 
There have been considerable departures from this theoretical 
1 
market structure. National markets have been insulated from the 
effects of the world market by import restrictions and direct subsidies 
to the producers. The result of international wheat agreements has 
been to transmute the true effects of free market forces into bargain­
ing relationships between governments and especially between the 
principal exporting and Importing countries. 
Canada has played a significant role in the International Wheat 
Agreement and negotiations concerning its renewal. Price policies 
1 An historical account of political marketing restrictions is 
given in: Food and Agriculture Organization. Commodity Series 
on Wheat. Washington, Food and Agriculture Organization of the 
United Nations. 1947, pp. 1-53. See also: Farnsworth, F., and 
Timoshenko, V. P. World grain review and outlook, St^ord, 
Stanford Food Research Institute. 1948, 
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which. lia¥e been used in these agreements have not been removed 
more than one step from their economic jurisdiction. The ability 
of national governments to concede points at the bargaining table 
is closely related to the present costs of the producers, the wheat 
supply, and the price to the consumer in relation to other products. 
Price setting does not eliminate the economic consequences of price 
setting. Governments in conference on international wheat agree­
ments must pay close attention to their sources of supply and to the 
price at which alternative sources of supply will be available. Ex­
porters must take cognizance of the price at which the importers 
will turn to an alternative supply. All the significant economic factors 
are thus taken into account but in a less direct way. 
Eegardless of the natxire of the mechanism for establishing the 
price of wheat the effect on the domestic and local market is direct. 
By government regulation the Canadian domestic wheat price has been 
set to equate the "world" price. The price in all local markets in 
Canada is the "world" price at Fort William or Vancouver less the 
freight to the local p3lnt. This price structure in the local market 
is a direct consequence of the predominant expert position of the west. 
The typical pattern of these local markets shows price lines concentric 
about the shipping points of Fort William and Vancouver. This is sig­
nificant to a determination of the incidence of freight mtes. 
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Assuming that production costs, other than freight costs, are 
approximately equal in spatial distribution of wheat production the 
further assumption that the world consumer pays the freight costs is 
equivalent to stating that the local market price represents the 
normal price. Since we have in relation to transport distance a 
continuum of these local market prices, the choice of the normal 
price becomes a direct function of the distance of the frontier of 
wheat production from the world market. This is logically inde­
fensible. It is clear that at some point along the line between the 
producer and consumer the producer must absorb transportation 
costs. The determination of this point depends upon the elasticity 
of demand and supply. 
The stability of world wheat acreage in relation to the world 
price over the period 1922 to 1948 is demonstrated in Table 10 of 
Appendix D. Table 2 of Appendix D demonstrates tlie inelasticity of 
the wheat acreage in the Prairie Provinces of Canada in terms of 
1 
world wheat prices. This inelasticity of supply is corroborated 
1 
It should also be noted that from 1930-1938 in Saskatchewan, 
the total lartn operating costs plus depreciation exceeded cash 
income but wheat acreage Increased by 180 thousand acres. 
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hf a number of other studies. ^ 
There is evidence to suggest that the demand for wheat is 
2 3 
relatively inelastic. Studies by Timoshenko, Pigou, and the Food 
and Agriculture Organization of the United Nations^ indicate that the 
elasticity of demand for wheat is significantly less than 1. While 
there are no published studies which deal specifically with the 
elasticity of demand for Canadian wheat there is some evidence to 
indicate that the demand for Canadian wheat is not as Inelastic as the 
demand for all export wheat. In part this situation arises from the 
fact that Canadian export wheat is sold as a protein "improver". The 
relative pric« of Canadian grain is therefore of much more significance 
in terms of foreign domestic supply than would be the case with a 
1 See; Shepherd, G. S. op. cit. p. 52. See also: Food and 
Agriculture Organization Series No. 1. op. cit. p. 10, where it 
is stated; 
Agricultural production, however, is far less elastic 
in the face of a decline in prices and demand. Many 
agricultural producers saddled with mortgage and 
other fixed obligations even endeavored to Increase 
their output in order to prevent a reduction in income. 
^Timoshenko, V. P. The role of agricultural fluctuations in 
the business cycle. Arm Arbor. The University of Michigan Press. 
1928. pp. 10-14* 
o 
Pigou, A. C. Industrial fluctuations. London. The 
MacmiUan Company. 1927. 
^Commodity Series, op. cit. p. 42. 
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standard commodity. Demand is much more sensitive In these 
circumstances. ^  
Canadian domestic demand closely parallels the domestic 
demand in IJie United States. WMle the evidence is inconclusive it 
has been demonstrated that in the United States the demand in the 
export market is more elastic than the demand in the domestic 
market. ^  
If demand is more elastic than supply the burden of any increase 
3 in transport costs will fall largely on the producer. It has been 
demonstrated that in western Canada the supply is highly inelastic 
in a major part of the producing area. Demand on the other hand 
appears to have a tendency towards elasticity. While the existing 
evidence makes it impossible to be precise in any statement about 
^It has been suggested that the attempt of the "western pools" 
to maintain the price of Canadian wheat in the 1927 to 1930 period 
had the effect of destroying the protein differential and induced large 
carryovers for those crop yea^rs. 
9 
"Shepherd-, G* S. Agricultural price control. Ames. Iowa 
State College Press. 1945. p. 186, where studies by F. L. 
Thomsen, R. E. Post, ¥. P. Tlmoshenko and R. 3. Nelson are 
referred to. 
3 Locklin, D. P. op. cit. p. 95. Also: Shepherd, G. S. 
Agricultural price analysis. Ames. Iowa State College Press. 1950. 
p. 212. 
the effect of an additional increment of freight cost it would appear 
that in the shortrun period all, or nearly all, of the additional cost 
of transport will fall upon the producer. It is apparent, therefore, 
that in a period of rising transport costs the incidence of these costs 
will probably be borne by the producer. 
In Canada the Crow's Nest Pass Agreement has prevented any 
increase in grain rates on essport movements. It may therefore 
be concluded that, in the shortrun at least, the effect of the 
Agreement has been to Increase the grain producers net return. This 
is ouy aspect of the relati¥e effect of the Agreement and the other 
effect i. e. the influence upon competing production, must now be 
considered. 
In western Canada wheat is grown for export and oats and barley 
are grown to be fed to livestock in Canada. As Figures 3 and 4 
illustrate, any significant expansion of the livestock industry in 
western Canada has been accompanied by an increase in the acreage 
devoted to oats and barley and a reduction in the acreage sown to 
wheat. The managerial decision is consequently one of shifting 
production from wheat to oats and barley if more livestock is to be 
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marketed. 
Shifts in livestock production have a close relationship to shifts 
in the ratio of feed prices to livestock prices. This has been demon-
2 
strated most clearly in the case of swine production. For Canada 
as a whole, a rise in the hog-barley ratio above 20 has normally 
resulted in an increase in hog production, A drop in the hog-barley 
ratio below 20 ha.s usually been followed by a drop in hog production. 
Production in eastern Canada is relatively stable and the variations 
in fcotel hog numbers can largely be accounted for by the variations 
in western Canada swine production. This indicates that the hog-
barley ratio is more directly related to swine production in western 
Canada. 
Freight rates aormaUy impinge more heavily on the production 
of an acre of land shipped direcUy as grain than on the product of an 
On the average in the period 1930-1949 an increase in 
cattle population of 1000 is accompanied by an increase of 1780 
acres sown to oats. The co-efficient of correlation is 0.725. There 
is only a modsrate degree of correlation between hay and barley 
acreage, namely 0.887. For every Increase in hog production of 
100 there is an increase in barley acreage of 1870. There is a close 
negative correlation between the acreage of wheat and the acreage of 
oats and barley from 19^-1939. The co-efficient of correlation 
is 0.81. 
^Woollam, G. C. Periodic movements in hog populations. 
Ottawa, The Economic Annalist. Vol. 22. 1952. p. 52. 
acre of land shipped in the form of livestock. ^  Transport costs 
therefore normally lacrease the hog-barley ratio in an acre remote 
from the market for both hogs and barley. The effect of the Crow's 
Nest Pass Rates, Inasmuch as they represent reductions from the 
normal grain rates, is to decrease the hog-barley ratio, particularly 
in the provinces of Alberta and Saskatchewan where transport 
distances for both hogs and grain are greatest. 
For the period 1921 to 1947 the maintenance of the Crow's Nest 
Pass Rates has been the equivalent, at Calgary, to an average receipt 
of two cents per bushel to the Calgary producer of barley. At Calgary 
the effects of the rates are at a maximum. The effect in terms of the 
hog-barley ratio is to reduce the ratio by 0. 6 in a representative 
year (1947). 
It ¥/ould appear from the foregoing comparisons that the effect , 
of the Crow's Mest Pass Rates has been to discourage hog production 
1 
An acre of land will on the average produce 936 pounds of 
wheat, 1171 pomds of barley, 1030 pounds of oats, 160 pounds of 
beef or 200 potmds of pork. The figures for grain production are the 
long-time averages for the period 1908-1940 for Canada. The figures 
for beef pz'oduction are derived from McElroy, L. Vs/. Cattle 
finishing in Alberfca, Bijlletin 57. University of Alberta. 1952. 
Pork production has been calculated on the basis that a 200 pound hog 
will require 900 pounds of grain, as estimated in a mircieographed 
sheet issued by the Department of Animal Science, University of 
Alberta, On this basis using 1921-1947 freight rates from Calgary 
to Montreal, the freight rates per acre of production were $4.12 
for wheat, $5.15 barley, $4.53 oats, $1.83 for beef and $2.29 for 
pork. 
relative to tlie production of grain. Because of the Agreement, 
grain has been made relatively more valuable than hogs in western 
Canada and the effect is clearest in the most distant producing 
areas. In those areas ?Jhere grain market relationships involve a 
relatively sniaU transport factor the effect on hog production has been 
negligible. It is also interesting to note from Tables 12 and 13 in 
Appendix D that there has not been a significant long term change 
in the intra-provxacial distribution of hog production in the Prairie 
Provinces although there have been short term movements. Within 
each province an analysis of selected areas reveals that the emphasis 
on particular types of production varies from locality to locality 
and while there is a tendency for production trends in each area to 
coincide with the general trend, the reactions in some are much 
more marked than in others. TMs indicates that other environment 
factors play a large part In the allocation of these resources. 
Transport may be in some circumstances rather minor. 
The effect of the Crow's Best Pass Agreement on the cattle 
industry in western Canada is varied. While it has previously been 
demonstrated that changes in the oat acreage are positively correlated 
with changes in cattle production, a supplementary analysis suggests 
that dairy production is unaffected by changes in the transport rates 
8 X • 
1 Oil gi'aiii. The size oi" the basic beef herd in western Canada and 
the amiual production of beel cattle, as ?jell as the geographic 
clistributiori of the cattle population, does not appear to be influenced 
by relative changes in freight rates. However, there is evidence to 
indicate that grain freight rates have some relevance to the locationai 
aspects of the cattle feeding industry. 
Table 14 of Appendix D indicates that there is a movement of 
finished and feeder cattle fz*om the west to the east. 'While to some 
extent feeder cattle are imported to utilize native roughage in Ontario 
and Quebec their basic diet is western grain. This grain moves at 
export rates to the La.kehead and at subsidized rates from the 
9 Lakehead to the feedlot. The combined effect of tiie subsidy and the 
Crow's Nest Pass Rates is to encourage the movement of both grain 
and unfinished cattle from the west. 
The major competing area for dairy production is the Pacific 
coast. Grain moves from the prairies to the coast at a "normal" toll 
and hence the Crow's Nest Bates are not a factor of consequence. 
There have been changes in the "normal" toll but these changes do 
not appear to have had any effect on the distribution of dairying 
activity. 
9 The Federal Feed Grain Freight Assistance Policy, v.'hich 
has been in effect since 1941, subsidizes the movement of western 
feed grain to eastern Canada. It represents a reduction in the 
transport cost of grain of from $3.00 to $4.00 per finished beef 
animal. 
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Table 14 of Appendix D compares the transport margin on 
feeder cattle, as opposed to the margin on finished cattle, and 
illustrates the effect of the Crow's Nest Pass Rates. In 1936 there 
was a favorable freight margin of $3. 88 on eastern cattle shipments. 
In 1952 this margin had increased slightly to $3. 97 which was offset 
by the subsidy. In the absence of the Agreement the 1936 margin 
of |5.41 would have increased to $9. 72 in the year 1952. Allowing 
for the subsidy the margin would have been $5. 72. 
The relative effect of the Crow's Nest Pass Rates has also been 
apparent in regard to one secondary industry. The "hold-down" which 
applies to the western domestic grain rates^ and which is applicable 
in conjunction with the milling-in-transit privilege has stimulated 
the flour milling Industry of the prairie provinces. The Crow's Nest 
Pass Rates Imve therefore indirectly assisted the milling industry in 
2 the west, although that was not the initial intention of the privilege. 
^The "hold-down" establishes the Crow's Nest Pass Rates as 
the maximum rates applicable on domestic movements of grain 
and flour in direct line of transit to eastern export terminals. 
9 
''Jackman, W. T. Economic principles of transportation. 
Toronto. University of Toronto Press. 1935. p. 595. 
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C. Summary. 
The absolute effect of the Crow's Nest Pass Agreement on 
resource allocation has been of no consequence. It is apparent that 
the west would ha¥e been settled without the advantage of these 
special rates. It is also evident that when the rates began to exert 
some influence, albiet an indirect one, on resource exploitation 
their effect was so small as to be insignificant. 
In a relative sense the Agreement has been of increasing 
Importance in the matter of resource use. It has tended to maxi­
mize the comparative advantage in western Canada of cash crop 
production. It has thus helped to maintain the relative dependence 
of the prairie economy on a single crop and has contributed to the 
regional instabEity which has been a national problem during some 
periods. ^ The impact of the Agreement may be expected to be 
relatively greater in the future because of the magnitude of the 
increases in other rates. Experience since 1948, the year of the 
first post-war increase, confirms this view. 
^See for example: Britnell, G. op. cit. pp. 105 - 163. 
84. 
¥. FREIGHT RATES AND RAILWAY EARNINGS. 
Tiie statutory freight rates prescribed by tiie Crowds Nest 
Pass Agreement have a profound significance for the general level 
of freight rates and for carrier earnings. They also have impli­
cations for the regional incidence of transport cost. These matters 
wili be analyzed in this chapter. 
A. The General Freight Rate Level and Carrier Earnings* 
Railway transport in Canada is dominated by two major lines; 
Canadian Pacific, a privately owned enterprise, and Canadian 
National, a public imdertaklng. Since 1923, when the Canadian 
National was organised, it has been saddled with an enormous fi­
nancial burden in the form of a grossly inflated capital structure. ^  
For this reason it has been ignored for rate-making purposes. 
Canadian Pacific has been the sole "yardstick" for rate-making in 
Canada, and the financial fortunes of that railroad have been 
2 persuasive in the establishment of general levels. 
The capital structure was revised and reduced in 1938 and 
again in 1952, This may portend a change in past considerations 
regarding the place of Canadian National in the financial picture. 
2 There are many references to this "yardstick" concept. See 
for example the Report of the Royal Commission on Transportation 
1951. op, cit. p. 199. 
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Canadian freight rates are determined on the basis of 
"financial requirement". In other words, the general level of rates 
is increased or decreased in accordance with the revenue needs of 
Canadian Pacific. While there have been attempts to convince the 
Board of Transport Commissioners of the need for a rate base and 
a rate of return formula for establishing rates, these attempts have 
1 
not been successful to date. The financial requirement basis is 
actually predicated upon the use of a formula which details per­
missible dividend rates and surplus accumulations but it retains a 
flexibility which is lacking in the more formal control. 
During the past fifty years, and especially prior to 1948, 
railway freight rates in Canada have been relatively Inflexible. While 
there have been movements in the level of particular rates, the 
general pattern of rates as measured by ton-mHe revenues has not 
changed very greatly* During the same period there have been wide 
2 year by year differences in carrier earnings, and net revenues. 
The record indicates that freight rates have been increased only 
when it has been shown beyond doubt that the traffic can pay an 
^The Board of Transport Commissioners recently issued a 
Judgment denying Canadian Pacific a rate base and rate of return 
formula but they did determine a rail investment for the Company, 
'•f See Appendix E, Table 16 where earnings figures for 
Canadian Pacific from 1900 to 1948 are detailed. 
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increase and still move, and when It has also been shown that 
Canadian Pacific has a very strong case for more revenue. It is 
equaily apparent when reductions in rates are contemplated there 
is an onus on the shippers to show that the revenue position of 
1 
Canadian Pacific wlU not be Jeopardized. This sliifting onus has 
been responsible for the relative stability of the general level of 
freight rates. 
When general rate adjustments have been made these ad­
justments have been predicated upon a review of the overall railway 
transport picture but changes have been applied to only a segment of 
the rate structure. There have been four classes of rates exempt 
from any horizontal percentage increases or decreases. The 
Crow% Nest Pass grain rates, competitive rates, the rates on coal 
and coke, and international rates are all excepted from percentage 
increases. The relative magnitude of these items to Canadian Pacific 
is detailed in Table 17 of Appendix E. It will be noted that rate 
increases apply to almost 81 percent of the traffic on esustern lines 
and to 67 percent of the traffic on western lines. The grain traffic 
is of prime importance to the west and appreciably reduces the 
^10 Percent Reduction. 27C.R. G. 131. 1921 
% Percent Increase. 28 J. O. R. R. 27. 1951. 
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volume of traffic which actually pays an increased rate. Other 
classes of rates which are exempt from horizontal percentage in­
creases differ from the rates on grain in Uiat they take increases 
1 
of a sort while grain rates take no increase whatsoever. 
The effect of statutory rates on the general level of all rates 
other than the rates on grain is to put those rates at a higher level 
than they would otherwise be. This is obvious from a review of the 
increase decisions of the Board. Table 18 of Appendix E shows that 
the 21 percent increase in April 1948 would have been 18 percent; 
the 20 percent increase in June 1950 would have been 17.1 percent 
and the cumulative c^iange which has been 98.2 percent would have 
been only 82.2 percent if grain rates lad been subject to percentage 
increases. One consequence of statutory rates is to throw the burden 
of increasing costs upon traffic which does not have statutory 
protection. 
The ultimate effect of the exclusion from current revenue 
proceedings of rates controlled by the Agreement can be analyzed in 
terms of the long-term compensatory character of the rates them­
selves. Before turning to that analysis, however, the effect of the 
1 
International rates take the American increases; coal and 
coke take increases in cents per hundred pounds; and competitive 
rates are increased as the competitive situation permits. 
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Crow's Nest Pass Agreement upon carrier earnings will be discussed. 
1. Carrier earninqs. 
Gamdian Pacific, the "yardstick" line for rate purposes, does 
the bulk of its railway business in western Canada. In 1952 Canadian 
Pacific earnea 50.2 percent of its total revenue in western Canada 
while the comparable figure for Canadian National was 39.6 percent. 
The relative importance of grain traffic to Canadian Pacific is even 
more pronounced. In 1952 almost 16 percent of their total revenue 
came from the haulage of grain. The Canadian National percentage 
was 8.3 percent. 
Table 19 of Appendix E detaEs the Canadian Pacific revenues 
and traffic volumes In western Canada for three representative years 
and Indicates the relationship between grain and aE other traffic. The 
table shows that in 1916 grain required 60.2 percent of the total ton-
mile service in western Canada and the revenue from grain consti­
tuted 43. 3 percent of the total revenue. In 1921 grain required 53.9 
percent of the service and yielded 38.8 percent of the revenue. In 
1948 grain required 37.4 percent of the ton-mile service and yielded 
20.1 percent of the revenue. It woiild appear ttiat during the past 
thirty years, whUe there has been a reduction of 22.8 percent in the 
volume of grain traffic as compared to all traffic moved by Canadian 
89-, 
Pacific, there has been a reducfcioa of 23.2 percent in the proportion 
01 revenue derived from grain traffic. Between 1921 and 1948 it may 
be concluded that the relative earning capacity of grain traffic 
deciined slightly. 
It iias been noted that freight lutes were increased during and 
following "World War I. The basis of these increases was the 
financial need of Canadian Pacific determined on a corporate basis. 
It follows therefore that when financial need was demonstrated the 
relative level of the earnings on grain as compared to other traffic 
was of no consequence to Canadian Pacific unless Canadian Pacific 
had a preference for the manner in which net income was earned. It 
would also foEow that as the outcome of Canadian Pacific's operations 
during those years was a matter adjudicated by the Board of Transport 
Commissioners, any level of earnings for subsequent years at least 
equal to those that prevailed during that time would be prima facie 
evidence that the grain rates were not a revenue factor of concern 
to the railroad* An emmination of the Annual Reports of Canadian 
Pacific reveals that from 1920 to 1052 there were eleven years during 
which tlie net income before dividends did not reach the standard 
established during the 1919 to 1921 period. From 1930 to 1940 the 
earnings of Canadian Pacific fell below the standard prescribed by 
the Board, If it is assumed that during those eleven years grain rates 
90. 
could have been increased, or would have been increased, to relieve, 
or partly relieve, the carriers of their financial burden the con­
clusion that grain rates represented a burden borne by the carriers 
is Justified, For the remaining twenty-two years of the period under 
discussion the overall revenue effect of the Crow's Nest Pass 
Agreement has been of no direct consequence to the carriers, 
2. Competisatory levels. 
A determination of the absolute effect of the Crow's Nest Pass 
Grain Rates on revenue requires an ejcamination of the compensatory 
level of the rates themselves. Published statistics are unsatisfactory 
for a study of this type but during 1949 Canadian Pacific undertook to 
analyze the grain rales in this respect and their figures can be used, 
subject to some modtficationl- Canadian Pacific noted in the intro­
ductory pages of its study^ tJmt: 
there are limitations in raEway cost finding no matter 
how detaEed the accounts might be the nature of railway 
operations is such that they do not lend themselves readily 
to cost accounting. 
^Canadian Pacific* Submission re grain rates. Montreal, 
Privately printed, 1950. pp. 151-189. It should be noted that the 
Commission declined to study these figures and ruled that they were 
not germaine to the discussion. Report of the Commission, op. cit. 
p. 120. 
%bid, p. 152. 
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TMs observation is confirmed by a variety of other sources 
1 
but ¥©ry signiflcaxit strides have been made in the field particularly 
in the United States. Canadian Pacific followed in some part the 
Interstate Commerce Commission procedure in selecting their 
statistics. 
The method followed by Canadian Pacific in allocating expenses 
to grain traffic is summarized in Table 20 of Appendix E. Taking 
the year 1948 as an exarxiple Canadian Pacific found the operating 
cost of grain Imulage on a per revenue ton-mile basis to be 0.62 cents. 
To gain a realistic overall cost this figure was combined with 0.11 
cents, which was the estimated deficiency in revenues from passenger 
train service, and a figure of 0.08 cents for a return on the in­
vestment for facilities maintained for grain traffic, to give a total 
cost of 81 cents per revenue mile. This cost figure of 81 cents 
compared with a revenue figure of 49 cents to give a total dollar 
deficiency of $16,947,000. 
1 
•^An excellent summary has been presented by Edwards, Ford 
K, Cost analysis in transportation. American Economic Review. 
¥ol. XXXVU. 1947. pp. 441-461. 
^See: RaE Form A (as amended). Interstate Commerce 
Commission. Explanation of rail cost finding procedures and principles 
relating to the use of costs. Statement No. 2-48 (mimeographed). 
Washington. 1948. 
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Caaadian Pacific has used the gross ton mile as a basic 
measure of seri/ice.. For a heavy loading commodity such as 
grain this measure maximizes the cost. It also tends to overlook 
d'ifferences in the average length of haul which are likely to be sig­
nificant* 
Freight costs vary with weight and they vary with distance 
but they do not vary proportionately with either of these factors. ^  
The average tare weight of a freight car makes up 30 percent of the 
2 gross weight of the loaded weight of non-grain shipmente. Thus 
for every 100 tons of non-grain freight, 42 tons of freight car must 
be hauled. It requires only 30 tons of under-carriage steel and box 
car timber to carry 100 tons of grain. Expressed otherwise these 
statistics indicate that the average net carload of grain is 1.7 times 
heavier than the average net carload of non-grain traffic in western 
Canada. The average gross carload relationship of grain to non-grain 
products is 1.41, 
Xlass Rate Investigation 1939. 281 Interstate Commerce 
Commission Reports. 1951. p. 236. 
2 The average weight of a loaded grain car In 1948 was 48. 7 
tons. The average weight of non-grain freight in the same year was 
28, § tons. The average weight (tare) of box cars ms 21 tons. Canada. 
Bureau of Statistics. Steam Railways of Canada. Ottawa. King's 
Printer. 1948. 
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The variation of cost with distance depends upon the average 
length of haul. Grain traffic on Canadian railways is hauled on aver­
age distance of 769 miles while other commodities move an average 
distance of 842 miles. In western Canada only, the average grain 
haul is 797 miles as compared to 452 mEes for other traffic. ^ On 
the iaasis of gross ton mile costs these mEeage differences are highly 
significant. For eimmple 78.14 percent of the total transport expenses 
in western Canada on Canadian Pacific lines are allocated to grain 
2 
traffic when the ton-mile method is used. 
An alternate cost method employs freight car miles as the basic 
statistic* This statistic assumes that transport costs per freight car 
are constant regardless of load but it gives more scope to the average 
distance travelled. The former would tend to understate grain traffic 
costs while the latter would tend to overstate the costs. There is a 
relationship of 0.7108 freight car mEes tc each gross ton mile when 
grain only is considered. Costs allocated on this basis reduce the 
total operating costs as determined by Canadian Pacific by $7,448,921 
for the year 1948. E an allowaace is made for empty car movement 
1 
See Appendix E» Table 21, which compares average regional 
hauls in Canada, 
^See Appendix E. Table 20. 
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connected with the grain traific the reduction is $6,437,518. ^ In 
either case the \ise of freight car miles woiild materially alter any 
conclusion about the compensatory character of the rate. 
Canadian Pacific concluded that in 1948 grain traffic did not 
1 iUthough it is apparent that the grain traffic involves a higher 
proportion of empty freight car miles than does the non-grain traffic, 
tlie relative stability of the proportion of loaded revenue freight car 
mEes to total revenue freight car miles compared to the relatively 
inconstant proportion of grain freight to total freight Indicates that 
empty car mileage might be ignored. The following statistics calcu­
lated from Steam Kailway of Canada, op. cit. pp. 8-24, make this 
apparent. 
Kevenue freight carried by Canadian railways 
(thousands of tons originated) 
1945 1947 1949 1950 
Grain 33,043 27,273 24,085 20,021 
Total 146,952 152,705 141,867 144,031 
Grain 22.5% 18.5i 17.9i> 15% 17.0% 13. 
Loaded revenue freight to total revenue freight 
(car miles) 
1940 1947 1949 
661 68% 67% 
1950 
68% 
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make a coatribution to investment cost. The use of freight car mile 
statistics indicates that a contribution of more than $3. 5 mElion was 
made* Each of these figures has an element of bias which makes it 
mireliabie. The two figures combined indicate that a safe conclusion 
would be one that recognizes that grain made little or no contribution 
to investment cost. On the other hand on an out of pocket basis the 
calculations indicate that grain contributed between $9.9 million and 
|15.1 miEion towards overhead. ^ 
The foregoing figures relate to one year only. Unit operating 
costs for Canadian Pacific in 1948 were the highest on record up to 
2 
that time, la view of the narrow "profit" margin on grain traffic 
for the year 1948 and having in mind the substantial increases in 
operating costs tiiat have taken place since that date it is reasonable 
to conclude that since 1949 the grain rates have failed to meet their 
assigned operating costs. By the same cost criteria it may be con­
cluded that from 1923 to 1947 the Crow's Nest Pass Grain Rates paid, 
and more than paid, the operating costs assignable to them. From 
Grain can hardly be regarded as Incremental traffic so this 
comparison has limited validity. 
"^Canadian Pacific. Annual report. Montreal. Privately 
printed. 1948. 
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1923 to 1947 grain traffic provided a stable source of net revenue to 
1 
the Canadian carriers. 
It is apparent frona the foregoing analysis that shippers in Canada 
laaire a profound interest in tiie income effect of the statutory rates on 
grairi. For the past six years the non-grain shipper of Canada has 
assumed the bui'den of increased raE'ss'ay operating costs and has thus 
indirectly subsidized the movement of export grain. Becauise of the 
effect of higher railway freight rates on carrier competition the non-
grain shipper in non-corepetitive areas has assumed the greater part 
of this burden. The distribution of these effects will be discussed in 
the next section. 
B. The Regional Incidence of Freight Rates. 
Freight rates bear with unequal weight upon the major geographic 
and economic regions in Canada. Aside from the burden of distance 
ger se| the mEe for mile tolls show wide differences in different parts 
^Refer to Table 3, Appendix D for figures wMch detail the 
annual production of grain in western Canada. Revenues to Canadian 
Pacific from grain in western Canada have varied from a low of 
$13,394,413 in 1987 (a severe drought year) to a high of $47,606,608 
In 1944^ 
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of the coimtiy. It is imneaessary to discuss the reasons for this 
1 
situation but they are relemnt to the problem of the Crow's Nest 
Pass Grain Kates. 
To make an accurate comparison of regional freight rale levels 
it is necessary to examine more than the individual freight tariffs. 
Average mileages, loadings, classifications and related matters must 
be cor^idered. The Interstate Commerce Commission in the course 
of its General Glass Rate Investigation developed a technique which 
can be used with reasonable accuracy to compare regional levels in 
2 3 Canada, It is basically this procedure which is employed herein. 
It is impossible to get a meaningful comparison of rate levels 
without subdividing the consist of freight traffic. The Federal Bureau 
^The reasons are summarily stated in the Report of the Royal 
Commission on Transportation 1951. op. clt. p. 123. 
2 United States Congress. Senate. Interstate Commerce Com-
missiot),. Bate level comparisons. 79th Congress., 1st session. 
Senate Document 96. Washington. United States Government Printing 
Office* 1945. 
3 
R. E. Moffat, Economic Advisor, Government of Manitoba, first 
used this procedure and demonsti'ated its usefulness in a submission to 
the Board of Transport Commissioners in 1947, The writer gratefully 
acknowledges the assistance of Mr. Moffat, and his debt to him. 
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of Statistics provides a Labwlation oi the revenue freight hauled by 
the various railroads in Canada and subdivides the statistics into 
coTrxHiodity group£i. These commodity groups are a useful unit for 
considering rate comparisons. To explain the technique used, one 
coiD.modity group "petroleum, petroleum products and asphaltum" 
wiE be detailed; figures for the remaining groups wUl be summa­
rised. 
In 1948 the average length of haul and the average revenue per 
ton for petroleum products handled by Canadian Pacific on eastern and 
western lines respectively was as follows: 
The problem is to determine whether $3. 74 for a haul of 179 miles is 
relatively more or less than the charge of $6. 48 for a haul of 307 miles. 
The standard mileage class rates for western and eastern Canada^ 
indicate that the average rate for a distance of 179 miles in western 
Canada is |9.76; for eastern Canada it is $9,15. The average rate 
Actually there are three relevant tariffs and ten classes. These 
classes have been averaged due to a difference in the percentage re-
lat|G,ns between east and west. The Interstate Commerce Commission 
used first class only because the relationship of other classes is the 
same in all regions. 
Eastern 
Western 
Average haul 
179 mUes 
307 " 
Average Revenue 
$3. 74 per ton 
$6.48 " " 
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for a dlstaEce of 307 miles in western Canada is $13.46 and the 
average rate to eastern Canada is $13.. 01. In terms of percentages 
th© rate for SO? mEes is therefore 137.9 percent and 142.2 percent of 
the rate for 170 miles in western and eastern Canada respectively. 
The average of these two is 139.96 percent. In other words the nor­
mal rale for 307 mEes is 139.96 percent of the rate for 179 miles. 
Alternatively a rate of $3,74 for a distance of 179 miles is equiva­
lent to $5.24 for a distance of 307 miles. 
The average revenue in eastern Canada in 1948 for a haul of 
179 mEes was $3.74. If this revenue is adjusted to a haul of 307 
miles (actual western average haul) the revenue would have been 
$5.24 per ton. The actual average revenue in the west was $6.48 
which indicates that average revenue in the west was higher than the 
revenue in the east by 23.8 percent. 
If there was no difference in the type of traffic movement In. 
this commodity group as between east and west it could be concluded 
that the resulting percent of 23.8 percent applied on either haul. This 
sitmtlon is unlikely to obtain so it is necessary to consider the case 
where actual western revenues are adjusted to the average eastern 
hauls, to the example used above the western average revenue ad-
Justed to the eastern average haul would be $4.63. The actual average 
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revenue in the east was $3, 74. 
Figures comparable to those just calculated for petroleum 
products are given for aU sixteen commodity groups in Table 21 of 
Appendix E, It will be noted that in all cases except paper products, 
refinery and smelter products and woodpulp the average revenue in 
the west is higher than the average revenue in the east. 
To get an average figure which represents the difference between 
the east and west rate levels the percentages calculated in Table 21 
iB-Ust be related to the volume of each kind of traffic which moved. 
Tables 22, 23, 24 and 25 of Appendix E present these calculations in 
tabular form. Applying the eastern average indicates that the total 
revenue would have been $101,468, 563. This figure is to be com­
pared with the actual western revenue of $116,732,293 and indicates 
that &e western average revenue per ton exceeds the eastern revenue 
per ton by 15 percent. In the alternative, if the western average 
revenue per ton was adjusted to the eastern average haul and applied 
to the eastern traffic, the revenue in the east would have been 
$124,664,984. In matter of fact the eastern average haul was only 
$110,297,495 which indicates that the western average revenue per ton 
exceeds the eastern average revenue per ton by 13 percent. The 
The conclusion Is that, on the average, western rates in 1948 were 
14 percent higher than the eastern rates and that shippers and 
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consignees in the west pay not less than $14. 5 million more for 
freight service than is paid for a comparable service in the east. ^  
To the extent that the rate differences calculated above 
represent true regional differences in transport cost they are a 
compensating factor for the revenue effects of the JrC'Vi*3 West Pass 
Agreement. The regional incidence of transport costs which tends to 
be influenced in one direction by statutory grain rates is influenced 
in an opposite direction by the general freight rate structure. 
Since 1948 the difference between the average level of eastern 
2 
and western rates has na,rrowed. The heavy consist of grain in 
western Canada has had a marked effect upon this trend to equality, 
indeed 1953 earnings will doubtless indicate a lower general level 
of rates in the west. ® In addition the Board of Transport Com­
missioners have ordered a general plan of freight rate equal-
The method overlooks one important factor namely the effect 
of traffic density on cost. If it could be shown that net revenues bore 
a different relation to gross revenues in different regions the con­
clusion would be impaired. 
1950 the difference was 6. 3 percent. If grain traffic is 
included the rates were almost at parity. The actual difference was 
0. 75 percent. 
3 The basic east-west difference prior to 1948 was largely a 
result of the lower competitive rates in the east where competition 
was severe. Successive rate increases have tended to remove this 
regional advantage. 
102. 
izafcion^ which when it is implemented wiU fiirther reduce tJrie tariff 
differences on class rates traffic. 
C. Summary. 
It appears that the revenue effects of the Crow's Nest Pass 
Agreement have been of prime concern to the shippers and not to 
the carriers. From the effective date of the rate reductions granted 
by the Agreement untE 1948 the level of the rates was sufficient to 
provide a substantial contribution to railway earnings. On a regional 
basis, the contribution of the west to railway earnings was lessened 
by virtue of the Agreement but not brought to parity with the east. 
Since 1948 the level of the statutory rates on grain has 
imposed the burden of increased costs upon non-grain traffic. In­
itially this tended to brin a rough measure of rate equality between 
regions but it now appears that to a greater and greater extent the 
fixed level of the grain rates is thrusting an unequal burden on other 
traffic and probably it is producing greater regional inequality. 
The competitive inroads that have been made on railway 
revenues, and hence the added proportion of the cost increases 
which must be borne by non-competitive shippers makes the present 
situation especially severe. 
^Preliminary judgment indicates that there will be minor modi­
fications in the present scale which will represent a relatively greater 
increase in the east than in the west. 
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VI. POLICY AND THE ANALYSIS. 
The analysis contained in the body of this dissertation hsis 
been directed to an examination of the economic effects of the con­
trol of railway freight rates by statute; the Crow's Nest Pass 
Agreement has been of particiilar concern. It was stated in Chapter 
I that the ultimate goal of the study was a critique of the economic 
desirability of controlling railway freight rates by statute opposed to 
the more usual tjrpe of control by an administrative tribunal. Before 
going into this problem there is one supplementary matter which must 
be disposed of. It concerns the problem of a "mixed" type of control 
such as now operates in Canada. Is there an inherent conflict be­
tween statutory control and tribunal control when part of the freight 
rate structure is controlled by each method? 
The analysis in Chapter in demonstrates that there is not a 
contradiction between the statutory control of railway freight rates 
ajid control by an independent tribunal. The jurisprudence of the 
Board of Transport Commissioners and their modus operandi have 
taken cognizance of statutory control and potential areas of conflict 
between these two types of control future policy need not necessarily 
be premised upon the abolition of statutory control. Statutory control 
may be considered on its merit and in terms of its ability to perform 
the required task either in conjunction with, or separate from, the 
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ordinary control exercised by the Board of Transport Commission­
ers. Statutory control may be retained or discarded on the basis of 
its economic effects. Subsequent discussion recognizes this fact. 
The economic effect of the Crow's Nest Pass Agreement may 
be briefly summarized at this point. The following facts have emerged 
from the analysis, 
1. Historically the Crow's Nest Pass Agreement did not sig­
nificantly affect the volume of settlement in western Canada. The 
west would have been settled without these special rates, at about the 
same rat© as it was settled with the rates. In an absolute sense the 
effect of the Agreement on resource utilization has been too small 
to measure. 
2. The Agreement has tended to encourage cash crop pro­
duction in western Canada. It has had the effect of shifting resources 
from the livestock enterprise to the grain enterprize. It ha^ also 
increased the relative attractiveness of feed lot finishing in central 
Canada. 
3. The Agreement has shifted the burden of post war freight 
rate increases from the grain grower to other types of farm organ-
iisation, to consumers, and to other industry. To the extent that non­
statutory rates place a heavier transportation cost burden on western 
Canada than they place on other geographic areas in Canada, the 
Agreement has helped to ease this burden. Post war increases in 
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normal tolls have been higher because of the Agreement and 
consequently local industry which is advantaged by high freight costs 
has benefited. "Export" industry by the same token has been placed 
in a relatively less favorable position. 
4. From the regional standpoint the Agreement has been of 
benefit to western Canada because the total freight bill has been 
reduced. The freight rate "savings" which have resulted from the 
Agreement have probably been retained by the grain grower. 
5. The effect of the Agreement on the railways of Canada 
cannot be analyzed with certainty. To the extent that total railway 
earnings have been adjudged satisfactory by the Board of Transport 
Commissioners the railways have not been affected by the Agreement 
unless they have a preference for the manner in which their revenues 
are earned. In those periods when railway earnings have fallen 
below the permissible levels established by the Board the Crow's 
Nest Pass Agreement may have prolonged this deficiency condition. 
Certain general conclusions regarding the control of railway 
freight rates by statute emerge from a consideration of the foregoing 
facts. It is apparent that statutory freight rates introduce a further 
rigidity into the freight rate structure. The degree to which they 
contribute to rigidity will depend upon the type of statutory control 
that is used. In the case of the Crow's Nest Pass Agreement, 
which prescribes the absolute rates, the rates are constant until 
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Parliament dictates a change. There is no "built in" flexibility in 
the Crow's Nest Pass Agreement such as may be found in the 
Maritime Freight Rates Act which is referred to in the Appendix. 
It must also be concluded that statutory control results in 
freight rates which are relatively low for the particular commodities 
affected. While this conclusion is in accord with the facts of the 
analysis there are circumstances which might invalidate it. In a 
period of falling prices the tendency of statutory freight rate control 
might be to make the rates thus controlled relatively high. This 
circumstance assumes that railway costs are responsive to general 
downward price movements and it also assumes certain facts about 
the character of traffic volume in periods of price decline. The 
analysis of the data used in this study does not divulge information 
which would assist in an assessment of this possibility. 
To the extent that statutory control makes particular freight 
rates rigid and relatively low in periods of rising prices there is a 
tendency for this type of control to misdirect resources. The direct 
consequence would be the misdirection of agricultural resources but 
indirectly industrial and transportation resources might also be 
affected. 
A. Alternative Methods of Control. 
There are several alternate methods of controlling railway 
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freight rates. These have been discussed previously. To what 
degree would the adoption of one or other of these methods over­
come the difficulties that have been noted ? 
The most obvious suggestion is that rates now controlled by 
statute be placed under the jurisdiction of the Board of Transport 
Commissioners. In this situation grain rates would be dealt with in 
the same fashion as most other rates. The problem of rate rigidity 
would be partially solved. The problem of the relative level of the 
rates might also be solved if the Board accepted a fundamental change 
in the concept it now employs when determining that a particular rate 
scale is just and reasonable. This concept has been discussed in 
Chapter III where references to specific cases have been noted. 
Failing the adoption of a change in concept by the Board the problem 
would be solved if the railways chose to establish commodity rate 
scales for grain which reflected circumstances and conditions in the 
grain industry. 
Under present circumstances while rates must be just and 
reasonable virtually the only test of reasonableness is the relation­
ship of the tolls in question to the standard tolls prescribed by the 
Board. These standard tolls embody the concept of reasonableness 
only in an aggregate sense, and as far as a particular class of rates 
is concerned they do not reflect an adjustment to the special circum­
stances of the movement in question. Commodity rate scales which 
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may or may not be related to the standard scale, are uniquely 
adjusted to a particular movement but they are not subject to an 
effective test of reasonableness. Under these conditions the 
problems associated with the relative level of the grain rates 
would be left to the railways. 
The proviso that a solution to the problem of the relative 
level of the grain rates requires a change in the present policy of 
the Board implies some difference in the circumstances of rate 
making for the grain industry as compared to other industry. In 
Chapter IV it was shown that while the marketing of grain is con­
ducted by a government board the grain industry is characterized 
by a multiplicity of small firms each acting essentially independent 
of the other. In addition it has been suggested that the demand for 
transport in the industry tends to be inelastic as a result of a lack 
of alternate means of transport and alternate opportunities for the 
employment of land resources at least in the short run. These 
factors tend to place the railways in an advantageous pricing position 
by comparison with the circumstances encoimtered in most other 
industries. In non grain industries, with the possible exception of 
the livestock industry, the circumstances of rate making in the 
absence of competition more nearly approach a condition of bilateral 
monopoly than monopoly. When competition is present the demand 
curve is more elastic than the curve assumed when the standard 
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rates are established. It is because of these different circumstances 
that the powers of the Board must be revised and extended if the 
statutory control of grain rates is removed. 
The nature of the required revision in the powers of the 
Board of Transport Commissioners is indicated by the problems 
just discussed. The Board would be required to find a particular 
rate scale Just and reasonable not by referring to the standard scale 
for the commodity but by referring to the level of other commodity or 
competitive scaJ.es. In other words the relationship of the tolls which 
actually move the traffic would be a measure of reasonableness. A 
hypothetical standard would no longer be significant. 
On economic grounds there are no reasons to suppose that 
these new criteria could not be established but in the event that it 
was not deemed advisable to alter the powers of the Board an alternate 
means of controlling the rates on grain would remain statutory but the 
problems of rigidity and the relative level would be dealt with by 
making the rates subject to an annual review. This review could be 
conducted by a Parliamentary Committee or by a specially ap­
pointed Advisory Committee. For the reasons stated by Professor 
McLean and quoted on page 39 of this dissertation the latter sug­
gestion would be preferable. 
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The essence of this alternate proposal is as follows. Pur ­
suant to powers granted to the Federal Government to regulate the 
transportation and the marketing of grain there would be es­
tablished a Grain Rates Advisory Committee to the Minister of 
Transport and the Minister of Agriculture. This Committee, com­
posed of appointees experienced in various phases of the transpor­
tation and marketing of grain, and specifically including representa­
tives of the railways and the grain producers, and appointed for a 
term of years, would be responsible for recommending to the 
Ministers a scale of rates to be applicable on grain for each crop 
year. The Committee would have available to it the technical as­
sistance of the Canadian Wheat Board, the Board of Grain Com­
missioners and the Board of Transport Commissioners. 
The basic task of the Committee would be to arrive at a 
scale of rates for grain which would be just and reasonable both to 
the shippers and to the carriers. The following matters would be 
of particular concern. 
1. The probable demand for, and the supply of, western 
produced grain for the year under consideration. 
2. The competitive situation foi- western produced grain in 
its usual markets and particularly the probable price for such grain. 
3. The out of pocket cost and the fully distributed cost of 
transporting western produced grain to export positions. Associated 
111. 
with these costs would be such matters as the volume of other 
traific, the general rate level and the financial condition of the 
carriers. 
4. The level of rates on other agricultural products 
particularly on those products which are more or less competitive 
with grain in the area. 
It is conceivable that under certain circumstances the scale 
of rates recommended by the Committee might be considered too 
high or too low by the Government. In such a case the effective 
rate to the grain producer could be altered by the direct payment 
to the railways of a subsidy or in the alternative by the collection 
of a bounty. To the extent that existing freight rates are capi­
talized into land values the payment of a subsidy might be con­
sidered necessary in the initial stages of this application. 
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APPENDICES. 
1 Jta * 
A. The Crow*s Nest Pass Agreement. 
The actual wording of the Crow's Nest Pass Agreement, signed 
in 1897, was as follows; 
Her Majesty, by and with the advice and consent of the Senate 
and House of Commons of Canada, enacts as follow;-
1. Subject to the conditions hereinafter mentioned, the 
Governor in Council may grant to the Canadian Pacific 
Railway Company a subsidy towards the construction of 
a railway from Lethbridge, in the district of Alberta, 
through the Crow's Nest Pass to Nelson, in the province 
of British Columbia (which railway is hereinafter called 
"the Crow's Nest Line, ") to the extent of eleven thousand 
dollars per mile thereof, and not exceeding in the whole 
the sur£i of three million six hundred and thirty thousand 
dollars, payable by instalments on the completion of each 
of the several sections of the said railway of the length 
respectively of not less than ten miles, and the remainder 
on the completion of the whole of the said railway; pro­
vided that an agreement between the Government and the 
Company is first entered into in such form as the 
Governor in Council thinks fit, containing covenants to the 
following effect, that is to say;-
On the part of the Company: 
(a). That the Company wiLL construct or cause to be 
constructed the said railway upon such route and according 
to such descriptions and specifications and within such time 
or times as are provided for in the said agreement, and 
when completed, will operate the said railway for ever; 
(b). That the said line of railway shall be constructed 
through the town of Macleod, and a station shall be es­
tablished therein, unless the Governor in Council's is 
satisfied by the Company that there is good cause for 
constructing the railway outside the limits of the said town, 
in which case the said line of railway shall be located and 
a station established at a distance not greater than five 
hundred yards from the limits of the said town; 
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(c). That so soon as the said railway is opened for 
traffic to Kootenay Lake, the local rates and tolls on 
the railway and on any other raEway used in connection 
therewith and now or hereafter owned or lease by 
or operated on account of the Company south of the 
Company's main line In British Columbia, as well as 
the rates and tolls between any point on any such lines 
of railway and any point on the main line of the Company 
throughout Canada, or any other railway owned or 
leased by or operated on accoimt of the Company, 
Including its lines of steamers in British Columbia, 
shall be first approved by the Governor in Council or 
by a RaEway Commission, if an when such Commission 
is established by law, and shall at all times thereafter 
and from time to time subject to revision and control 
in the manner aforesaid; 
(d). That a reduction shall be made in general rates 
and tolls of the Company as now charged, or as con­
tained in its present freight tariff, whichever rates 
are now the lowest, for carloads or otherwise, upon 
the classes of merchandise hereinafter mentioned, 
westbound, from and including Fort William and 
points east of Fort William on the Company's railway 
to all points west of Fort William on the Company's 
main line, or on any line of railway throughout Canada 
owned or leased by or operated on account of the 
Company, whether the shipment is by rail line or by 
lake and rail, such reduction to be to the extent of 
the following percentages respectively, namely;-
Upon all green and fresh fruits, 33-1/3 per cent; 
Coal oil, 20 per cent; 
Agricultural implements of all kinds, set up 
or in parts, 10 per cent; 
Cordage and binder twine, 10 per cent; 
Iron, including bar, band, Canada plates, 
galvanized, sheet, pipe, pipe fittings, nails, 
spikes and horse shoes, 10 per cent; 
All kinds of wire, 10 per cent; 
Window glass, 10 per cent; 
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Paper for buEdlng and roofing purposes, 
10 per cent; 
BoofJng felt, box and packing, 10 per cent; 
Paints of aU kinds and oils, 10 per cent; 
Live stock, 10 per cent; 
Wooden ware, 10 per cent; 
Household furniture, 10 per cent; 
And that no higher rates than such reduced rates 
or tolls shall be hereafter charged by the company upon 
any such merchandise carried by the Company between 
the points aforesaid; such reductions to take effect on 
or before the first of January, one thousand eight hun­
dred and ninety-eight; 
(e). That there shall be a reduction in the Company's 
present rates and tolls on grain and flour from all points 
on its main line, branches, or connections, west of Fort 
William to Fort William and Port Arthur and all points 
east, of three cents per one hundred pounds, to take 
effect in the following manner:- One and one-half cent 
per one hundred pounds on or before the first day of 
September, one thousand eight hundred and ninety-eight, 
and an additional one and one-half cent per hundred 
pounds on or before the first day of September, one 
thousand eight hundred and ninety-nine; and that no 
higher rates than such reduced rates or tolls shall be 
charged after the dates mentioned on such merchandise 
from the points aforesaid; 
(f). That the Railway Committee of the Privy Council 
may grant running powers over the said line of railway 
and all its branches and connections, or any portions 
thereof, and all lines of railway now or hereafter owned 
or leased by or operated on account of the Company in 
British Columbia south of the Company's main line of 
railway, and the necessary use of its tracks, stations 
and station grounds, to any other railway company ap­
plying for such grant upon such terms as such Com­
mitter may fix and determine, and according to the 
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provisions of the Railway Act and of such other 
general Acts relating to railways as are from time 
to time passed by Parliament; But nothing herein 
shall be held to imply that such running powers 
might not be so granted without the special pro -
¥ision herein contained: 
(g). That the said railway, when constructed, 
together with that portion of the Company's rail­
way from Dunmore to Lethbridge, and all lines of 
railway, branches, connections and extensions in 
British Columbia south of the main line of the Compa­
ny in British Columbia shall be subject to the pro­
visions of the Railway Act, and of such other general 
Acts relating to railway as are from time to time 
passed by Parliament: 
(h). That if the Company or any other company with 
whom it shall have any arrangement on the subject 
shall, by constructing the said railway or any part of 
it, as stipulated for in the said agreement, become 
entitled to and shall get any land as a subsidy from 
the Government of British Columbia, then such lands, 
excepting therefrom those which in the opinion of the 
Director of the Geological Survey of Canada (esspressed 
in writing) are coal-bearing lands, shall be disposed 
of by the Company or by such other company to the 
public according to regulations applicable thereto; the 
expression "lands " including all mineral and timber 
thereon which shall be disposed of as aforesaid, either 
with or without the land, as the Governor in Council 
may direct; 
(i). That if the Company or any other company with 
whom it shall have any arrangement on the subject shall 
be constructing the said railway or any part of it as 
stipulated for in the said agreement, become entitled to 
and shall bet any lands as a subsidy from the Government 
of British Columbia which in the opinion of the Director 
of the Geological Survey of Canada (e25)ressed in writing) 
are coal-bearing lands, then the Company will cause to 
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be conveyed to the Crown in the Interest of Canada, 
a portion thereof to the extent of fifty thousand acres, 
the same to be of equal value per acre as coal lands 
with the residue of such lands. The said fifty thousand 
acres to be selected by the Government in such fair 
and equitable manner as may be determined by the 
Governor in CouncE, and to be thereafter held or dis­
posed of or otherwise dealt with as may be prescribed 
by the Governor in Council, for the purpose of securing 
a sufficient and suitable supply of coal to the public at 
reasonable prices, not exceeding two dollars per ton 
of two thousand pounds free on board cars at the mines. 
And on the part of the Government, to pay the 
said subsidy by instalments as aforesaid. 
2. The Company shall be bound to carry out in all 
respects the said agreement, and may do whatever is 
necessary for that purpose. 
3. In order to facilitate such financial arrangements 
as will enable the Company to complete the railway as 
aforesaid without delay and to acquire and consolidate 
with it the railway from Dunmore to Lethbridge, herein­
after called "the iUberta Branch", which, under the 
authority of chapter thirty-eight of the statutes of 1893, 
it now operates as lessee, and is under covenant to pur­
chase, the Company may issue bonds which will be a first 
lien and charge and be secured exclusively upon the said 
Alberta Branch and Crow's Nest line together in the same 
way and with the same effect as if both the said pieces or 
railway to be so consolidated were being built by the 
Company as one branch of its railway within the meaning 
of section one chapter fifty-one of the statutes of 1888, 
and that section shall apply accordingly, such first lien 
to be subject to the payment of the purchase money of 
the Alberta Branch, as provided for in the said covenant 
to purchase. 
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B. Historical Features of Statutory Rates Other than the 
Crow's Nest Pass Agreement. 
1. The transcontinental freight rate structure. 
Statutory freight rate control in Canada encompasses 
legislative prescription of the relative rate or rate level. The 
transcontinental freight rate structure is an example of this 
tjrpe of statutory control. 
1 
In 1951 Parliament amended the Railway Act to provide 
that: 
Tariffs naming a competitive toll for any transconti­
nental freight traffic shall provide that; 
(a), the toll for freight traffic having its desti­
nation at a point in intermediate territory, and 
(i) having its origin at the sam.e point 
in eastern or western territory. 
(ii) being of the same description, and 
(iii) carried in the same direction and 
under the same conditions and 
arrangements as to weight and 
otherwise, 
as the transcontinentel freight traffic for which the 
competitive toll is named, shall not exceed by more 
than one-third the competitive toil so ^ named to the 
point of destiimtion in eastern or western territory, 
as the case may be, nearest to the point of desti­
nation in intermediate territory; 
^15 George ¥1. op. cit. S 321. 
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(b). the toll lor freight traffic having its origin 
at a point Intermediate territory, and 
(i) having its destination at the same 
point in eastern or western terri­
tory, 
(ii) being of the same description, and 
(iii) carried in the same direction and 
•under the same conditions and 
arrangements as to weight and 
otherwise, 
as the transcontinental freight traffic for which the 
com.petitive toll is named, shall not exceed by more 
than one-third the competitive toll so named between 
such point of destination and the point of origin in 
eastern or westera. territoi^r, as the case may be, 
nearest to the point of origin in intermediate terri­
tory. 
The effect of this amendment was to create a statutory 
1 
limitation on the extent of long and short haul discrimination, 
which is permitted on transcontinental traffic and to remove 
from the Board of Transpoi't Commissioners discretion in dealing 
Lon g and short haul discrimination is a special type of 
pla«e discriniination. It is composed of three elements: 
(a) a higher absolute rate for shorter than for longer 
distances. 
(b) shipments of like kinds of freight, and 
(c) shipments over the same route in the same direction 
the shorter haul being included witiiin the longer. 
The basic work on long and short haul discrimination is Dewey, 
Ralph L. The long and short haul principle of rate regulation. 
Columbus. The Ohio State University Press. 1935. The Canadian 
and American experience is detailed in Locklin, D. Philip, and 
Harries, Hu. The long and short haul rule. Edmonton. King's 
Printer. 1949. For a contrary view of the American experience 
see: Crumbaker, Calvin. Transportation and politics. Eugene. 
University of Oregon Press. 1940. 
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with this matter. The amendment resulted from a recommendation 
1 
of the .Royal Commission on Transportation.. This Commission 
thoroughly considered the matter over a period of months. They 
rejected the contention of Canadian Pacific that the existing legis­
lation was adequate, and they also rejected, in part, the submissions 
of the Government of iUberta •which advocated the adoption of the 
American procedure. In accepting the recommendation of the Royal 
Commission regarding long and short haul discrimination the Govern­
ment was strongly influenced by the history of freight rate changes 
2 
on transcontinental traffic. 
Since 1885 when Canadian Pacific completed its western line, 
the transcontinental freight rate structure has been subject to severe 
O O 
competition. Prior to 1914 the class rate scale was constructed 
by the use of Missouri River arbitraries and contained pronounced 
^Royal Commission, op. cit. p. 212. 
"^Canada. House of Commons. Report of special committee 
on railway legislation. Ottawa. King's Printer. 1951. 
3 The class rate structure is the normal toU classification 
and usually overlooks specific competitive factors. TMs was not 
the case on transcontinental class rates until 1914 with the decision 
in theC. E, C. Regina Kates Case. 16 C. R. C. 25. 1914. 
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long and short haul discrimination. The opening of the Panama 
Canal had a direct effect upon freight rates in Canada and from 
1914 to 1939 the transcontinental structure contained very low 
competitive rates stimulated by severe competition from foreign 
carriers and foreign producers. The cessation of intercoastal 
water operations in 1939 and the subsequent commodity shortages 
of the war period removed all, or nearly all existing competition 
from railways. Since 1945 water competition has been sporadic 
1 
and Ineffective. 
2. Coal gubventions, the Maritime Freight Rates Act and the 
Lake Superior subsidy. 
Statutory freight rate control in Canada also relies upon the 
direct subsidization of particular movements. In these cases the 
general rate level remains under the jurisdiction of the Board of 
Transport Commissioners, There are three examples of this type 
of control. 
(a). Coal subventions. 
Subventions on long haul coal movements have been a feature 
^Annual. Report. Department of Transport 1951. Ottawa. 
Queen's Printer. 1958. p. 76. 
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of the Canadian freight rate structure since 1923. In that year a 
prolonged strike of American coal miners left central Canada with 
a severe fuel shortage and prompted interest in the movement of 
1 
Alberta coal to Ontario and Quebec. 
In 1926 the Federal Government ordered the Board of Trans-
2 port Commissioners to enquire into the cost of transporting coal 
from western Canada to Ontario. Subsequent to the Board report 
in this matter the Government directed the railways to establish 
a temporary rate and directed the Board to make further cost 
studies. This temporary rate of $6.75 per net ton was continued 
in effect until 1933 when after a further cost study the Board de­
termined that a reasonable rate was $8.00 per net ton. The 
Government agreed to pay a subsidy of $2. 50 per ton when the 
rate was equal to, or more than, $8.00. 
Since 1933 the Federal Government has subsidized the move­
ment of coal from Alberta to Ontario and untU 1950 the rail rate 
An extensive review of the coal situation in Canada is found 
inj Canada, Government of. Report of the royal commission on 
coal. Ottawa. King's Printer. 1946. See also: Annual report of 
the Dominion Coal Board 1948. Ottawa. King's Printer. 1949. 
2 Canada, Government of. Order-in-Council. P. C. 225. 
Ottawa. King's Printer. 1926. 
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remained at $8.00. In April 1050 the railways annomced an 
increase in coal rates of $3.00 per ton and warned of a further 
increase of $3.00 to be made effective in April 1951. The latter 
increase was not applied and the matter is stEl under review, 
(b). The Maritime Freight Rates Act. 
The Intercolonial Railway, extending from the Maritime 
Provinces to Montreal was constructed in 1876 as one of the conse­
quences of Confederation. Until 1923 the Intercolonial was oper­
ated mder the authority of the Minister of Rail?;ays and in that year 
it became part of the Canadian National system. 
Freight rates in early days of the Intercolonial were influenced 
by Government policies with respect to obligations incidental to Con­
federation, but in 1912 the Government instituted an administration 
which endeavored to adjust rates to a self-sustaining basis. This 
resulted In dissatisfaction on the part of shippers and a Royal Com­
mission on Maritime Claims was appointed to investigate among 
other things the situation with respect to freight rates. 
Following the report of the Commission {^pularly called the 
Duncan Commission), legislative action restored the rate schedules 
which the Maritime Provinces had formerly enjoyed by requiring 
on July 1, 1927, a reduction of approximately 20 percent in the 
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freight rates within the Maritime Provinces and for that portion 
of the rates accruing in those provinces on traffic destined beyond 
Levis, Quebec, The reductions in rates so made were not borne 
by the railways but by the Government which paid a subsidy for 
the total amount of the reduction. 
The practical effect of the Maritime Freight Rates Act is to 
keep the normal tolls In the Maritimes at a level which is 20 percent 
below the level in eastern Caimda. The subsidy reduction does not 
apply to competitive rates, import and export rates, or to special 
commodity tolls. 
In 1949 when Newfoundland entered Confederation, to become 
the tenth province, the provisions of the Maritime Freight Rates 
Act were extended to the toEs applicable on the Newfoimdland Railway 
and on the ship coraiections between Newfoundland and the mainland. 
(c). The Lake Superior subsidy. 
The necessity for a transportation connection between the two 
major producing areas of Canada, the western plains and the industrial 
heartland on the St. Lawrence, was recognized at the time of Confedera­
tion. The problem of paying for the cost of maintaining that link has 
long been a contentious matter. Since the completion of the Canadian 
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Pacific, submissions have been made to Parliament and various 
select committees as to the steps which ought to be taken to lessen 
tlie burden of freight rates on those areas whose commerce ne­
cessitates a haul over the long stretch of unproductive territory 
north of Lake Superior. 
The Royal Comniissioii on Transportation (1951) considered 
the problem and concluded that the general revenues of the country 
should be charged with part of the cost of maintaining the "bridge" 
for traffic between these areas. Parliament acted upon this recom-
rnendation and in December 1951 a new section of the Railway Act 
charged the Board of Transport Commissioners with responsibility 
for deterrcining the cost of maintaining the bridge and directed them 
to distribute up to seven million dollars as a subsidy to be used to 
reduce the east-west i-ates. The Board, after further study, directed 
the rai].ways to reduce all those tolls and charges applicable to traffic 
passing over the bridge by 5.15 cents per hundred pounds plus 2. 53 
percent of the normal rate. 
The Lake Superior subsidy has the effect of reducing aU long-
haul east to west, and west to east rates in Canada by amoimts varying 
from 7 cents per hundred pounds up to 35 cents per hundred pounds. 
1S4. 
The Board Ims directed that such reductions shall be exclusive 
of aay reduction granted on a commodity basis and shall apply 
to rates held to be Just and reasonable, of themselves. 
These three special types of Statutory rates have some 
elements in common with the Crow's Nest Rates but for the most 
part they are distinctive even from each other. 
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C. Map of Crow's Nest Pass Area. 
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D. Selected Statistics of Agriculture and Transportation 
in Western Canada. 
TABLE 2. 
Selected Growth Statistics for the Prairie Provinces.* 
Total Rural Farm Improved Grain Percent Percent 
Year population population area land crop rural to grain to 
total improved 
(thous. ac.) (thous. ac.) (thous. ac.) population land 
A. Prairie Provinces. 
1881 87,775 2,698 278 
1891 208,155 8,138 1,429 1,414 
1901 419,512 316,277 15,412 5, 593 75.4 
1906 808,863 564,278 8,057 69.8 
1911 1, 328,121 858,699 57,642 22,970 17,108 64.7 74.5 
1916 1, 698,137 1,092,077 73, 301 34, 330 23, 860 64.3 69.5 
1921 1,956,022 1,252,604 87,932 44,863 31,355 64.0 69.9 
1926 2,067,393 1, 312,155 88,930 49,264 33,769 63.5 68.5 
1931 2,353,529 1, 468,147 109,782 59,820 39,504 62.4 64.4 
1936 2,415,545 1,537,898 113,113 60,850 38, 319 63.7 53.0 
1941 2, 421,905 1,498, 300 120,129 63, 531 36,191 61.9 57.0 
1946 2,365,941 1,354,454 117,838 65, 355 39,147 57.2 59.9 
1951 2,547,770 1, 304,472 42,320 51.2 
Table 2(Gontinued) 
Total Rural Farm Improved 
Year population population area land 
(thous. ac.) (thous. ac.) 
B. Peace River. 
1881 
1891 
1901 
1906 
1911 
1916 
1921 18,489 15,733 1,095 276 
1926 17,680 15, §91 1,074 364 
1931 41,680 37,052 2,434 824 
1936 44,943 40, 319 2,493 962 
1941 47,838 42,369 2,786 1,202 
1946 45,830 37,835 2, 766 1,311 
1951 54,102 42,594 
Grain Percent Percent 
crop rural to grain to 
total improved 
(thous. ac.) population land 
178 85.1 64.5 
245 88.2 67.3 
572 89.0 69.4 
596 89.7 69.4 
713 88.6 63.3 
813 79.1 62.0 
78.7 
Table 2|3ontinued) 
Total Rural Farm Improved Grain Percent Percent 
Year population population area land crop rural to grain to 
total improved 
(thous. ac. ) (thous. ac.) (thous. ac. ) populaUon land 
C. Alberta. 
1881 
1891 
1901 ?3,022 54,489 2,736 475 74.6 
1906 185,412 127,379 822 68.7 
1911 374,295 236,633 17,359 4,352 3,149 63.2 72. 4 
1916 496,442 307,693 23,063 7,510 5,184 62.0 69 0 
1921 588,454 365,550 29,293 11,768 8,071 62.1 68 6 
1926 607,599 373,751 28,573 13,204 8,628 61.5 65 3 
1931 731,605 453,097 39,977 17,749 11,321 61.9 63 8 
1936 772,782 486, 335 40,540 18,363 11,245 62.9 61 2 
1941 796,169 489,583 43,277 20,125 11, 327 61.4 56 3 
1946 803,330 448,583 41,451 20,032 11,591 55.9 57 9 
1951 939,501 451, 331 12, 502 48.0 
Table 2 (Cbntiniied) 
Total Rural Farm Improved Grain Percent Percent 
Year population population area land crop rural to grain to 
total improved 
(thous. ac.) (thous. ac.) (thous. ac.) population land 
D. Sastetchewan. 
1881 
1891 
1901 91,279 77,013 3,833 1,123 84.4 
1906 257,763 209,301 3,225 81.2 
1911 492,432 361,037 28,099 11,872 9,021 73.3 76.0 
1916 647,835 471,538 36,801 19,632 13,770 72.8 70.1 
1921 757,510 538,552 44,023 25,037 17,615 71.1 70.4 
1926 820,738 578,206 45,945 27,714 19,197 71.4 69.3 
1931 926,785 680,880 55,673 33,549 21,752 68.4 64.8 
1938 931,547 651,274 56,904 33,632 21,450 69.9 63.8 
1941 895,992 600,846 59,861 33,577 19,120 67.1 56.9 
1946 832, 688 515,928 59,416 35,590 21,611 62.0 60.7 
1951 831,728 461,047 22,979 55.5 
Table 2 (Continued) 
Total Rural Farm Improved Grain Percent Percent 
Year population population area land crop rural to grain to 
total improved 
(thous, ac.) (thous. ac.) (thous. ac» } population land 
E* l^initoba. 
1881 62,260 2,384 250 
1891 152,506 5,228 1,232 1,226 
1901 255,211 184,775 8,843 3,995 2,695 72.4 
1906 365,888 227,598 4,010 62.2 
1911 461, 394 261,029 12,184 6,746 4,938 56.6 73.2 
1916 553,860 312, 846 13, 437 7,188 4,938 56,5 68.3 
1921 610,118 348,502 14, 616 8,058 5,669 57.1 70.4 
1926 639,056 360,198 14,412 a, 346 5,944 56.4 71.2 
1931 700,139 384,170 15,132 8,522 5,431 54.9 63.7 
1936 711,216 400,289 15,669 8,855 5,624 56.3 63,5 
1941 729,744 407,871 16., 891 9,829 5,744 55.9 58.4 
1946 729,923 389,592 16,971 9,733 5,945 53.4 61.1 
1951 776,541 392,112 6,841 50,5 
•Selected from successive issues of the Canada Year Book. 
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Table 3. 
* Grain Production in Western Canada. 
Year Wheat Oats Barley Rye Flax 
(thous. bUi,) (thous, bu.)(thous. bu,) (thous. bu.)(thous. bu.) 
1891 17,885 9,999 1,668 15 35 
1901 23,457 16,655 3,142 37 85 
1906 110,587 110,570 18,685 324 1,819 
1911 208,366 176,292 27,966 559 9,939 
1916 242,324 313,916 33,419 1,545 8,213 
1921 280,098 284,138 44,682 19,110 • 3,946 
1926 380,765 220,450 81,917 10,391 5,878 
1931 301,181 183,700 50, 540 4,157 2,370 
1936 202,000 135,862 52,617 3,201 1,730 
1941 296,000 178,000 94,700 9,989 5,641 
1946 393,000 247,000 134,000 7,278 6,208 
1951 522,000 323,000 238,000 16,080 8,400 
* Selected from successive issues of the Grain Trade of Canada. 
Canada. Bureau of Statistics. Grain Trade of Canada. iOng's 
Printer. Annual issue. 
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Table 4. 
Relationship Between Market Price and Transport Cost. 
Year Price Brandon Regina Calgary Grande 
(cents Prairie 
perbu.) (percent) (percent) foercent) (percent) 
A. Crow's Mest Pass Rates or equivalent. 
1899 69,8 13.8 17.2 22.3 
1900 m5 12.1 15.1 19.6 
1901 72.7 13.2 16.5 21.5 
1902 74.9 12.8 16.0 20.8 
1903 96.2 10.0 12.5 16.2 
1904 97.4 8.8 11.1 14.4 
1905 77. D 11.1 13.9 18.1 
1906 79.5 10.8 13.6 16.6 
1907 104.7 8.2 10.3 13.4 
1908 116.1 7.4 9.3 12.1 
1909 102.4 8.4 10.5 13.7 
1910 96.6 8.9 11.2 14.5 
1911 100.9 8.5 10.7 13.9 
1912 84.4 10.2 12.8 16.6 
1913 89.4 9.6 12.1 15.7 
1914 132.3 6.5 8.2 10.6 
1915 113.3 7.6 9.5 12.4 
1916 205.6 4.2 5.3 6.8 
1917 221 3.9 4.9 6.3 
1918 224.1 5.0 6.3 8.2 
1919 217. 5 5.2 6.6 8.5 
1920 199.3 7,7 9.6 12.5 
1921 129.7 11.1 13.9 18.0 
1922 110.5 8.7 10.9 14.1 19.3 
1923 107.0 9.0 11.2 14.6 19.9 
1924 168.5 5.7 7.1 9.3 12.6 
1925 151.2 6.3 7.9 10.3 14.1 
1926 146.2 6.5 8.5 10.7 14.6 
145. 
Table 4 (Continued) 
Year Price Brandon Reglna Calgary Grande 
(cents Prairie 
per bu.) (percent) (percent) (percent) (percent) 
A. Crow's Nest Pass Bates or equivalent. 
1927 146.3 6.6 8.2 10.7 14.6 
1928 124.0 7.7 9.7 12.6 17.2 
1929 124.2 7.7 9.7 12.6 17.1 
1930 84.2 15.0 18.7 24.3 33.2 
1931 59.8 16.1 20.1 26.1 35.6 
1932 54.3 17.7 22.1 28.7 39.2 
1933 68.1 14.1 17.6 22.9 31.3 
1934 81.9 11.7 14.7 19.0 26.0 
1935 84.6 11.3 14.2 18.4 25.2 
1936 122.7 7.8 9.8 12.7 17.4 
1937 131.6 7.3 9.1 11.9 16.2 
1938 62.0 15.5 19.4 25.2 34.4 
1939 76.5 12.5 15.7 20.4 27.8 
1940 74.0 13.0 16.2 21.1 28.8 
1941 V 76. 6 12.5 15.7 20.4 27.8 
1942 94.6 10.2 12.7 16. 5 22.5 
1943 135 7.1 8.9 11.6 15.8 
1944 143.8 6.7 8.3 10.8 14.8 
1945 175 5.5 6.9 8.9 12.2 
1946 175 5.5 6.9 8.9 12.2 
1947 175 5.5 6.9 8.9 12.2 
1948 175 5.5 6.9 8.9 12.2 
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Table 4 (Continued) 
Year Price Brandon Regina Calgary Grande 
(cents Prairie 
per bu,) percent) (percent) (percent) (percent) 
B. Adjusted normal rates. 
1922 110.5 11.8 14.7 19.1 26.0 
1923 107.0 21.1 15.1 19.7 26.8 
1924 168,5 7.7 9.6 12.5 17.0 
1925 151.2 8.6 10.7 13.9 19.0 
1928 146* 2 8. 9 11.1 14.4 19.6 
1927 146.3 8.9 11.1 14.4 19.6 
1928 mo 10.5 13.1 17.0 23.1 
1929 124,2 10.5 13.0 17.0 23.1 
1930 64.2 20.2 25.2 32.9 44.7 
1931 59.8 21.7 27.1 35.3 48.0 
1932 54.3 23.9 29.8 38.9 52.9 
1933 68.1 19.1 23.8 31.0 42.1 
1934 81.9 15.9 19.8 25.8 35.0 
1935 84.6 15.4 19.1 24.9 33.9 
1936 122.7 10.6 13.2 17.2 23.4 
1937 131.6 9.9 12.3 16.0 21.8 
1938 62.0 21.9 26.1 34.0 46.3 
1939 76.5 17.0 21.2 27.6 37.5 
1940 74.0 17.6 21.9 28.5 38.8 
1941 76.6 17.0 21.1 27.5 37.5 
1942 94.5 13.8 17.1 22.3 30.5 
1943 135 9.6 12.0 15.6 21.3 
1944 143.8 9.0 11.3 14.7 20.0 
1945 175 7.4 9. 3 12.1 16.4 
1946 175 7.4 9.3 12.1 16.4 
1947 175 7.4 9.3 12.1 16.4 
1948 175 9.0 11. 3 14.7 20.1 
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Table 5 
Percentage Distribution of Grain by Grades* 
Grade Average Crop Year Crop Year 
1947 to 1951 1948 1951 
No, 1 Northern 14.8 29.4 .4 
No. 2 Northern 87.6 38.8 4.3 
No, 3 Northern 13.0 8.9 15.3 
No. 4 Northern 4.4 2.1 10.4 
No. 5 Northern 3.7 2.1 9.2 
No. 6 Northern 2.6 0.2 5.8 
Garnet 0.9 1.2 0.2 
Amber Durum 3.5 5.2 1.4 
Toughs 15.6 6.5 37.0 
Damps 1.3 0.1 14.8 
All other 2.6 5.7 0.8 
•Adapted from Etominion Bureau of Statistics. The wheat 
review* Ottawa. Queen's Printer. 1952. p. 23. 
Table 6. 
SMpmerAt Cost of Wheat 
Date Regirm to Ft. William Ft. William Ft. "William Bay I^rts Montreal to 
(July 31) Ft. William to Moatreal to Bay Ports to Montreal to Montreal Liverpsol 
(raH, cents e^^rt 0.ake, cents (labe, cente (mM, export (ocean, cents 
per. bu.) cents per bu. ) perbu.) i^rbu.) ceatsperbu.) per bu.) 
1930 12.0 20.7 2.08 7.39 8.6 5.2 
1935 12.0 20.7 1.75 4.42 8.6 4.75 
1940 12.0 20.7 1.83 3.76 8.6 25.8 
1945 12.0 20.7 3.51 7.69 8.6 34.9 
1950 12.0 24.6 4.50 12.49 10.2 16.15 
fable 7. 
Comparative Grain Statistics for Western Canada 
Year "Wlieat Oats Barley Rye Misc. Total 
(thous. (tho^. (thous. (thous, (thous. (thous. 
acres) acres) acres) acres) acres) acres) 
percent) (percent) foercent) (percent) {percent) (percent) 
A. Seeded acreage. 
1931 25,439 8,312 3,023 712 3,504 41,170 
1933 25,177 8,945 3,032 520 3, 505 41,179 
1935 23,293 9,478 3,197 649 3,070 39,590 
1937 24,599 8,579 3,562 808 2,736 40,314 
1939 25,813 8,227 3,607 1,014 2,894 41,555 
1941 21,140 8,137 4, 735 861 4,075 38,948 
1943 16,091 11,790 7,896 498 6,194 42,469 
1945 22,566 10,749 6,859 410 4,426 45,010 
1947 23,357 7,898 7,035 1,072 4,304 43,666 
1949 26,490 7,339 5,617 1,061 12,925 43,432 
Distribution of acreage* 
1931 61.8 20.2 7.8 . 1.7 8.5 100.0 
1933 61.1 21.8 7.4 1.3 8.5 100.0 
1935 58.8 23.9 8.1 1.6 7.7 100.0 
1937 61.0 21.3 8.8 2.0 6.9 100.0 
1939 62.1 19.8 8.7 2.4 7.0 100.0 
1941 54.2 20.9 12.2 2.2 10.5 100.0 
1943 37.9 27.8 18.6 1.2 14.6 100.0 
1945 50.1 23.9 15.2 .9 9.8 100.0 
1947 53. S 18.1 16.1 2.5 9.9 100.0 
1949 61.0 16.9 12,9 2.4 6.7 100.0 
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Table 7 (Continued) 
Year Wheat Oats Barley Rye 
(thous. bu.) (thous, bu.) (thous. bu.) (thous. bu.) 
(percent) (percent) (percent) (percent) 
C. Total production- of grain. 
1931 301 181 183,700 50,540 4,157 
1933 263 004 166,422 47,243 3,104 
1935 264 096 244,854 62,625 8, 379 
19S7 156 800 142,413 62,418 4,280 
1939 494 000 231,500 81,000 13,700 
1941 296 000 178,000 94,700 9,989 
1943 267 800 392,000 204,000 5,870 
1945 294 600 273, 500 144,000 4,478 
1947 256 000 194,000 131,000 11,630 
1949 357 000 190,000 109,000 7,550 
D, Relationship between western and Canadian production. 
1931 93.7 56.0 75.0 78.1 
1933 93.3 57.7 74.6 74.3 
1935 93.7 62.1 74.6 87.2 
1937 87.0 53.1 75.1 74.2 
1939 94.9 60.2 78.5 89.5 
1941 94.0 58.2 85.7 85.3 
1943 94.1 81.3 94.6 82.2 
1945 92.5 71.7 91.3 76.1 
1947 93.6 79.6 92.7 88.0 
1949 91.7 59.8 90.5 74.4 
""•Grain Trade of Canada, op. cit. 
Table 8 
The Distribution of the Canadian Grain Crop. * 
Year Brought Piroduction Export Human Seed Feed Total 
Forward Clearance Food 
A. Distribution of wheat. 
1931 184 321 207 42 37 30 324 
1933 212 282 195 43 30 24 285 
1935 203 282 254 45 33 29 275 
1937 33 180 92 42 32 22 194 
1939 m 521 192 50 36 44 322 
1941 480 315 222 48 27 70 371 
1943 595 284 344 53 30 89 523 
1945 258 319 340 56 33 69 503 
1947 86 342 195 49 32 73 351 
1949 102 371 225 47 37 53 361 
B. Distribution of oats. 
1931 63 328 18 7 33 298 364 
1933 42 307 9 7 34 268 315 
1935 26 394 15 8 33 324 380 
1937 18 268 9 8 33 230 280 
1939 49 384 24 9 28 326 387 
1941 42 306 10 5 32 272 319 
1943 149 482 75 5 33 411 523 
1945 98 382 44 7 28 323 402 
1947 69 279 10 4 27 259 300 
1949 61 318 21 5 28 280 334 
Table 8 (Continued) 
Year Brought Production Export Human Seed Feed Total 
Forward Clearance Food 
C» Distribution of baiiey. 
1931 30 6? 14 6 7 64 90 
1933 11 63 2 1 7 48 64 
1935 6 84 8 1 9 56 80 
19S7 4 83 15 1 9 50 81 
1939 13 103 11 2 7 77 104 
1941 11 111 2 12 87 111 
1943 69 216 36 12 184 239 
1945 29 158 5 11 131- 158 
1947 29 141 4 11 112 139 
1949 30 120 21 11 86 130 
•Grain Trade of Canada, op. cit. 
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Table 9. 
Grain Shipments from Western Ca^da as a Percentage 
of Production. 
Year Wheat Oats Barley 
(percent) (percent) (percent) 
1930 64.4 6.9 23.0 
1935 98.2 8.0 15.9 
1939 53.6 11.8 22.2 
*Grain Trade of Canada, op, clt. 
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Table 10. 
The World Wheat Situation* 
Period World 
Production 
(million bu.) (i 
World 
Exports 
;yi,illion bu.) 
Canadian 
Exports 
(percent 
of total) 
United 
Kingdom 
Imports 
(percent 
of total) 
Continental 
European 
Imports 
(percent 
of total) 
1909 3170 678 14.0 31.9 51.0 
1922 3340 700 39.3 28.6 52.9 
1026 3550 837 84.6 28.1 39.0 
1930 3950 830 32.3 29.3 44.9 
1934 3570 517 31.5 41.8 27.1 
1938 4650 616 25.6 39.8 30.5 
1940 4010 485 47.6 49.3 15.9 
1942 4080 370 48.1 43.5 13.0 
1944 3970 630 54.4 25.1 38.1 
1946 3900 560 51.0 38.7 35.0 
1948 4460 620 47.6 42.1 30.3 
*Excluding Russia and China. Grain Trade of Canada, op. cit. 
Table 11. 
The Destiimtion of Canadian Wheat Exports.* 
Year Total United Common- Africa Asia United Europe 
Exports Kingdom wealth States 
(tiiotts. bu.) (thoije. bu.) ^rcent) (percent) (percent) (percent) (percent) 
1930 228,536 135,118 61.2 .2 6.5 3.6 27.6 
1932 240,137 146,462 65.9 - 5.0 .1 28.5 
1934 144,375 100,688 72.6 - 2.3 10.4 14.3 
1936 189,407 124,369 72.8 1.0 1.1 8.5 28.2 
1938 139,315 76,204 59.1 .9 - 7.3 32.2 
1940 184,907 159,547 97.0 .5 1.1 6.1 4.7 
1942 158,112 115,955 75.8 1.3 .6 9.5 12.8 
1944 280,289 120,309 53.9 3.9 .3 14.9 26.0 
1946 163,388 125,551 81.1 3.1 .6 1.0 12.8 
1948 184,235 128,681 82.2 1.3 2.7 2.9 9.6 
1949 179,457 110,803 67.2 .7 8.2 7. 0  14.2 
•Grain Trade of Canada, op. cit. 
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Table 12. 
Percentage Distribation of Hog Rppulation 
in Prairie Provinces. 
Year Mfinitoba 
(percent) 
Saskatchewan 
(percent) 
Alberta 
(percent) 
1920 25.8 39.2 35.0 
1922 16.5 39.6 43.8 
1925 16.9 34.6 38.4 
1928 20.5 37.3 42.2 
1931 16.2 39.3 44.4 
1934 17.0 34. 4 51.7 
1937 13.7 31.2 53.1 
1940 18.1 31.4 50.5 
1943 17.6 35.3 47.0 
1946 17.4 29.5 53.1 
1948 17.3 26.6 56.1 
1950 17.7 29.2 53.2 
1951 17.1 30.6 52.3 
•Adapted from Biireau of Statistics. Livestock report. 
Ottawa. King's Printer. Successive issues. 
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Table 13. 
The Relationship Between Wheat Acreage and Hog 
Population In Selected Census Divisions. 
Year Man. * Sask. * Alta.* Man. ® Sask. Alta.° 
#1 #14 #9 #4 #8 #1 
(hog (hog (hog (hog (hog (hog 
numbers numbers numbers numbers numbers numbers 
ia thous.) in thous.) in thous.) in thous.) in thous.) in thous.^ 
1931 16 63 61 29 42 26 
1936 14 55 §2 10 26 19 
1941 27 114 120 25 33 25 
1946 16 47 67 11 14 13 
*These Census Division.® had the lowest relative percentage of 
wheat per seeded acre of cropland. 
®These Census Divisions had the highest relative percentage of 
wheat per seeded acre of cropland. 
158, 
Table 14. 
Shipments of Cattle from Western Canada to Eastern Canada. 
Year To Feed Lots To Stockyards To Packing Total 
Plants 
(thous. head) (thous. head) (thous. head) (thous. head) 
1936 67 83 46 196 
1941 28 21 18 67 
1946 43 59 70 172 
1951 107 94 42 243 
•Livestock report, op. cit. 
Table 15. 
The Relationship Between the Freight Rates on Cattle and on Grain, 
Year Finished Unfinished Crow's Nest Crow's Nest Normal Grain Normal Grain 
Steer Steer Grain. Rate Grain Rate Rate Rate 
(dollars) (dollars) (dollars (dollars (dollars (dollars 
per 1700 lb. per 1700 lb. per 1700 lb. per 1700 lb. 
all rail) all rail) all raU) all rati) 
1926 12.02 8.59 8.67 7.57 10.02 9.10 
1931 12.02 8.59 8.67 7.27 10.02 8.76 
1936 12.02 8.59 8.67 7.31 10.02 8.84 
1941 12.02 8.59 8.67 7.65 10.02 9.18 
1946 12.02 8.59 8.67 7.74 10.02 9.27 
1952 22.99 16.42 11.04 10.54 17.63 16.29 
160. 
E. Selected Statistics of Freight Rates and Railway Earnings. 
lei. 
Table 16, 
Revenue Statistics of Canadian Pacific. 
Year Revenue 
Freight 
(thous. miles) 
Net to Gross 
Earnings 
(percent) 
Net Return 
(dollars) 
Revenue 
per ton mUe 
(cents) 
1900 2,539,172 41.84 6, 383,243 0.79 
1910 7, 579,824 35.54 14,041, 577 0. 78 
1915 7,734,433 32.82 32,478,298 0. 77 
1920 13,856,608 12.83 26,125,282 1.04 
1925 13,067,431 16.44 24,967,028 0. 97 
1930 12,050,992 14.04 22, 710, 373 1.04 
1935 10, 521, 576 13.89 2, 730,079 0. 93 
1940 16,027,798 18.50 14,123,731 0. 84 
1942 22,600,287 18.94 36,163,893 0.86 
1944 27, 375,756 13.34 31,163,109 0.85 
1946 23,479,533 7.77 20,641,002 0.96 
1948 25,218,400 5.18 27, 393,851 1.13 
* Annual reports, op. cit. 
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Table 17. 
Sources of Canadian Pacific Freight Revenue ^ 
by Regions and Class on Canadian Traffic Only. 1949. 
Source Amount Proportion 
(roillion dollars) (percent) 
Eastern Competitive 17.6 19.1 
Eastern Non-Competitive 73. 7 8U. 9 
Total 91.3 100.0 
Western Competitive 8.8 6.8 
Western Non-Competitive 86. 5 67.2 
Grain 35.5 26.0 
Total 128.8 100.0 
All Competitive 28.4 12.0 
All Non-Competitive 160.2 72.8 
Grain 33.5 15.2 
Total 228.1 100.0 
•Working papers. Royal Commission on Transportation, op. cit. 
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Table 18. 
Post War Freight Rate Increases. 
Date Actual Increase Cumulative Cumulative 
Increase Grain Increase Increase 
Grain Included 
(percent) (percent) (percent) (percent) 
AprE 1948 21 18 21 18 
June 1950 20 17.1 45.2 38.5 
Feb. 1952 17 15 69.9 59.3 
Jan. 1953 9 8 85.2 72.0 
Mar. 1953 7 6 98.2 82.2 
Table 19. 
Canadian Pacific Freight Traffic for Selected Years.* 
Year and Commodity Ton Miles Revenues Revenue 
Per Ton Mile 
(millions) (dollars) (cents) 
1916 
Grain and Grain Products 5,481 25,549 0.47 
All Other Traffic 3,617 33,500 0.93 
Total 9,098 59,049 0.65 
1921 
Grain and Grain Products 3, 368 28,086 0.83 
All Other Traffic 2,876 44,240 1.54 
Total 6,244 72,326 1.16 
1948 
Grain and Grain Products 5,296 29,129 0. 55 
All Other Traffic 8,847 115,886 1.31 
Total 14,143 145,015 1.03 
*Annual reports, op. cit. 
Table 20. 
The Canadian Pacific Method of Cost Allocation*. 
Item Source Of Allocated To Allocated To Total 
Expense Subdivisions Grain Traffic Amount 
(dollars) 
A. Allocated to Subdivisions • 
Maintenance of Track Division Equated Track Miles G. T. M. 4,731,448 
Locomotive Repairs Regional Locomotive MEes n 1, 438, 544 
Locomotive Depreciation System Rate Locomotive Miles n 332,958 
Freight Car Repairs Regional F.C.M. F.C.M. 2,321,647 
Freight Car Depreciation System Rate F.C.M. II 1,275,270 
Train Fuel Direct Direct G. T. M. 3, 377, 754 
Engine Men Direct Direct G. T. M. 1,489, 733 
Train Men Direct Direct II 1,606,414 
Water for Locomotives District Fuel 210,614 
Locomotive Supplies District Locomotive Miles 85,092 
Train Supplies & Expenses Regional Train Miles F.C.M. 606, 385 
Engine House Expenses District Locomotive MEes G. T. M. 638, 312 
Yard Locomotives Yards Engine Hours 67,937 
Table 20 (Continued) 
Item Source Of 
Expense 
Allocated 
To Yards 
Mlocated To 
Grain Traffic 
Total 
Amount 
(dollars) 
B. xAJIocated to Yards. 
Yard Master and Yard Clerks 
Yard Conductors and Brake Men 
Yard S¥;itch and Signal Tenders 
Yard Engine Men 
Yard Motor Men 
Yard Switching Fuel 
Water for Yard Locomotives 
Lubricants for Yard Lomotives 
Other Supplies for Yard Locomotive 
Engine House Expenses 
Yard Supplies and Expenses 
Yard Locomotive Rei®.irs 
Yard Locomotive Depreciation 
Maintenance of Yard Tracks 
Yard Direct 
n 
ti 
It 
n 
Yard Engine Hours 
Yard Jiiigine Hours 
Direct 
Yard Engine Hours 
n 
Equated Track Miles 2,413,971 
Table 20 (Continued) 
Item Source Of 
Expense 
Allocated To 
Gmin Traffic 
Total 
Amount 
(dollars) 
G. Other Expenses. 
Maintenance of Way and Stinicture 
Station Employees and Expenses 
Despatching Trains 
Grain Door E:^enses 
Loss and Damage Claims 
Pensions and Unemployment Insurance 
Non-Revenue Traffic 
Equipment E^enses 
Traffic £3q)enses 
General Expenses 
Municipal and Other Taxes 
Joint Facility Rents 
Regional 
II 
It 
Direct 
t! 
Regional 
n 
H 
t! 
f» 
ft 
G.T.M 
ft 
Direct 
M 
G. T. M. 
It 
» 
It 
n 
H 
2,706, 
1,727, 
205, 
436, 
151, 
817, 
3,706, 
1,020, 
477, 
764, 
375, 
29, 
752 
808 
436 
689 
660 
195 
104 
447 
976 
264 
605 
320 Cr. 
•Compiled from Submission of Canadian Pacific to the Rosral Commission on Transportation. 
1949. 
163. 
Table 21. 
Analysis of Grain and Non-Grain Traffic. 1940. * 
Commodity Weight Ton IvIUes Average 
Haul Per Ton 
(tt-miop lbs.) (millions) (miles) 
A. Canada. 
Grain and Grain Products 457.2 175.9 769.4 
Non-Grain 1,452.5 248.6 342.4 
Total, 1,909.7 424.5 445. 
B. Western Pi vision. 
Grain and Grain Products 346.1 137.9 797 
Non-Grain 490.6 116.0 452 
Total 836.7 248.8 594.8 
C. Eastern Division. 
Grain and Grain Products 110.9 37.9 683 
Non-Grain 962.1 137.8 286.5 
Total 1,073.0 175.7 327.5 
•Compiled from Waybill Analysis, Bureau of Transpor­
tation Economics, Board of Transport Commissioners for Canada, 
Ottawa 1949. 
Table 22. 
Eastern Average Revenue Adjusted to Western Average Haul 
Eastern Western Western Average Applicable Eastern Adjusted 
Haul Rate Haul Western & Percentage Revenue Eastern 
Commodity (miles) (dollars (miles) Eastern & Haul Revenue 
per ton) Rate 
(dollars 
per ton) 
(dollars 
per ton) 
(dollars 
per ton) 
Cement 227 10.81 236 10. 91 100,93 2.88 2.907 
Coal - anthracite 91 6.92 465 16.69 241.18 1.00 2.412 
Coal - bituminous 155 8.95 401 15. 33 171.28 1.39 2. 381 
Coke 301 13.24 244 11.28 85.20 2.42 2.062 
Packing House Products 855 26. 82 687 22. 34 83. 30 11.41 9.505 
Fruit & Vegetables 400 14. 99 651 21.65 144. 43 5.43 7.843 
Grain & Grain Products 577 19.60 587 19.60 100.00 2.84 2.840 
Livestock 437 16.15 395 14.99 92.82 6. 38 5.922 
Lumber, Logs, Pulpwood 271 12.01 753 24.19 201.42 2.35 4. 733 
Paper, Printed Matter 418 15. 43 335 13.84 89.70 4. 41 3.956 
Ores & Concentrates 36 4. 38 105 7. 43 169.63 .47 .797 
Refinery & Smelter Prod. 709 22.85 1,232 34.62 151.51 5. 33 8.075 
Petroleum Products 179 9.46 307 13.24 139.96 3,74 5.235 
Sand, Gravel & Stone 68 5.84 28 3. 74 64.04 .61 .391 
Woodpulp 382 14.85 887 27. 53 185. 39 3.40 6.303 
Other Billing 341 13.95 617 20.23 145.02 5.06 7. 338 
Table 23. 
Western Average Haul at Adjusted Eastern Revenue 
Western Western Western Adjusted Adjusted 
Tonnage Revenue Revenue Eastern Western 
Commodity (tons) (dollars (dollars) Revenue Revenue 
per ton) (dollars (dollars) 
per ton) 
Cement 237,874 4.07 967,066 2.907 691,500 
Coal - anthracite 3, 339 3. 31 11,059 2.412 8,054 
Coal - bituminous 3,895,058 2.75 10,692,931 2.381 9,274,133 
Coke 134,479 2.70 363,417 2.062 277,296 
Packing House Products 196,731 11.21 2,205,208 9. 505 1,869, 928 
Fruits & Vegetables 381, 396 IL 63 4,436,605 7. 843 2,991,289 
Grain & Grain Products 8,771, 495 3. 33 29,166,060 2.840 24,911,046 
Livestock 486,067 6.77 3,289,836 5. 922 2, 878,489 
Lumber, Logs, Pulpwood 1,999, 401 5.32 10,628,972 4.733 9,463,164 
Paper, Printed Matter 234,621 3.62 849,392 3.956 928,161 
Ores & Concentrates 1,185,156 1.01 1,196,169 .797 944, 569 
Refinery & Smelter Products 309,870 8. 03 2, 488,430 8.075 2,502,200 
Petroleuir^ Products 1,439,778 6.48 9, 334,893 5.235 7,536,614 
Sand, Gravel & Stone 554, 716 .41 225,962 .391 216,894^ 
Woodpulp 132,155 3.44 454,140 6. 303 832,973 
Other Billing 4,925, 341 8.21 40,422,153 7. 338 36,142,152 
Table 24. 
Western Average Revenue Adjusted to Eastern Average Haul 
Eastern Western Western Average Applicable Western Adjusted 
Haul Rate Haul Western & Percentage Revenue Western 
Commodity (miles) (dollars (miles) Eastern & Haul Revenue 
per ton) Rate (dollars (doEars 
(dollars per ton) per ton) 
per ton) 
Cement 227 10.81 236 10. 91 99.08 4.07 4. 033 
Coal - anthracite 91 6.92 465 16.69 41.46 3. 31 1.372 
Coal - bituminous 155 8.95 401 15. 33 58. 38 2.75 1.605 
Coke 301 13. 24 244 11.28 117. 38 2.70 3.169 
Packing House Products 855 26.82 687 22. 34 120.05 11.21 13.458 
Fruits & Vegetables 400 14.99 651 21.65 69.24 11.63 8.053 
Grain & Grain Products 577 19.60 587 19.60 100.00 3.33 3. 330 
Livestock 437 16.15 395 14.99 107.74 6.77 7.294 
Lumber, Logs, Pulpwood 271 12.01 753 24.19 49.65 5. 32 2.641 
Ores & Concentrates 418 15.43 335 13.84 111.49 3.62 4. 036 
Paper, Printed Matter 36 4. 38 105 7.43 58.95 LOl .595 
Refinery & Smelter Prod. 709 22.85 1,232 34.62 66.00 8.03 5.300 
Petroleum Products 179 9.46 307 13.24 71.45 6.48 4.630 
Sand, Gravel & Stone 68 5. 84 28 3. 74 156.15 .41 .640 
Woodpulp 382 14.85 887 27. 53 53.94 3.44 1.856 
Other Billing 341 13.95 617 20.23 68.96 8.21 5. 662 
Table 25. 
Eastern Average Haiil at Adjusted Western Revenue 
Eastern Eastern Eastern Adjusted Adjusted 
Tonnage Revenue Revenue Western Eastern 
Commodity (tons) (dollars (dollars) Revenue Revenue 
per ton) (dollars (doEars) 
per ton) 
Cement 306,227 2.88 882,877 4.033 1,235,013 
Coal - anthracite 1,229,589 1.00 1,231,220 1.372 1,686,996 
Coal - bituminous 2,738, 321 1.39 3,813,123 1.605 4,395,005 
Coke 565,934 2.42 1,372,087 3.169 1,973,445 
Packing House Products 247,121 11.41 2,818,512 13.458 3,325,754 
Fruits & Vegetables 772,903 5.43 4,198,904 8.053 6,224,188 
Grain & Grain Products 4,922,171 2.84 13,984,851 3.330 16,390,796 
Livestock 214,020 6. 38 1,364,716 7.294 1,561,062 
Lumber, Logs, Pulpwood 3,664,728 2.35 8,622,911 2.641 9,678, 547 
Paper, Printed Matter 1,558,980 4.41 6,879,194 4.036 6,292,043 
Ores & Concentrates 1,399,727 .47 661,226 .595 832,838 
Refinery & Smelter Products 318,775 5. 33 1,700,357 5.300 1,689, 508 
Petroleum Products 1,036,252 3.74 3,877,426 4.630 4,797,847 
Sand, Gravel & Stone 836,143 .62 514,089 .640 535,132 
Woodpulp 536,052 3.40 1,820,446 1.856 994,913 
Other Billing 11,167,767 5.06 56, 554,556 5.662 63,231,897 
